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Scope for Management Accounting Reports 
in Government Departments 


What is Management? 

Management has been defined in many 
ways. It can adequately be described as 
“responsible for the efficient planning and 
guidance of the operation of an enterprise 
in fulfilment of a given purpose or task”; 
or again “knowing what has to be done 
and getting it done in the best way”. These 
and other accepted definitions embrace 
principles inherent in all management. 


These are: 

Forecasting: predicting future condi- 
tions (financial, economic, social) 
which will determine future policy. 

Planning: determining the broad lines 
which will direct operations. 


Co-ordination: balancing of men and 
materials to ensure that objectives 
are reached. 


Control: checking performance against 
agreed standards. 


Leadership: getting people to work 
according to the plan laid down. 


Management, then, connotes a number 
of defined responsibilities — in particular 
planning, control, leadership. 


What Information Does Management 

Need? 

Management needs information for 
these purposes from all levels, about the 
operation of the enterprise. Our aim has 
been to establish the purpose of reporting 
in management and to define the scope 
and purposes of the various types of ac- 
counting reports in use. To be worth- 
while the management accounting report, 
like management accounting, must be a 
dynamic concept — an essential part of 
a living business. It cannot be only his- 
torical, although much of it will be rela- 
lve to comparisons with past periods. 
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The following report sets out the 
findings of a study panel of members 
of the Society, drawn from the Vic- 
torian Division’s Government Ac- 
counting Group. The panel made a 
careful study of the scope for man- 
agement accounting in Government 
Departments, and the conclusions 
reached should stimulate further 
thought in this field. 

Members of the panel met regu- 
larly over a period of some two years 
and studied material from Govern- 
ment Departments and public utili- 
ties. When the group completed its 
task its members were Mr. C. A. 
Nettle, an Assistant Commissioner of 
the Repatriation Department (Insti- 
tutions and Finance), Chairman, and 
Messrs. H. L. Corben, M. J. Mc- 
Guirk, R. G. Kelly, G. H. Wood, 
R. A. Irwin and J. R. Howship. 

The personnel of the Group 
changed during the course of the 
study and several other members who 
made significant contributions to the 
work of the group attended earlier 
meetings. 


* * 


What Comprises Management Accounting 

Reports? 

The term includes all financial informa- 
tion which is used and prepared for man- 
agement in carrying out its function. It 
goes further, however, and includes statis- 
tical data to amplify the significance of 
the financial results. These reports are 
applicable to management at all levels, 
but more particularly to what is generally 
termed “top management”. By this is 
meant those with overall responsibilities 
for the control of an enterprise or major 
function of an enterprise. In the govern- 
ment sphere these include departmental 
or branch heads or top functional execu- 
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tives such as a chief engineer, chief 
finance executive, chief personnel execu- 
tive, chief operations executive and so on. 
Reports for management must justify 
themselves; that is, they must be useful 
and used by management in its purpose. 
They are not ends in themselves and the 
ends must justify the means. There is no 
doubt that regular information must flow 
to management on the operation of the 
organisation. The cost of compiling and 
preparing these reports must be justified 
in the light of their end use. 
Management principles are applicable 
everywhere where a need to exercise the 
function of management exists. This is 
true equally of the Government (includ- 
ing public utilities and similar organisa- 
tions), and the private sector. Basically 
the approach and certainly the responsi- 
bilities are similar, but the mistake is often 
made of tagging all Government enter- 
prise as completely similar. This is as 
much a misconception as it is for private 
enterprise. For example, a backyard 
factory and a large-scale diversified enter- 
prise are quite different; so are the 


National Library and the Post Office. 


Types of Government Enterprise 


We could define or delineate Govern- 
ment enterprise in many ways—function 
and purpose condition the approach. For 
our purpose we have looked at Govern- 
me. enterprise as of two types—public 
utilities of all kinds and Government de- 
partments. The latter have been con- 
sidered again from two points of view— 
the operational department, such as the 
Postmaster-General’s Department, and 
the primarily administrative department 
such as the Premier’s Department. There 
are comparative differences in all orga- 
nisations relating to function. location and 
so on, whether public or private, but since 
we were concerned with operations in the 
Government sphere only, we thought it 
well to consider the special features in 
the Government sphere as against the 
private sector. These tend to condition, 
not the need, but the uses of management 
accounting reporting. We thought these 
to be:— 

(a) The factor of competition is not 
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present in Government and seldom 
in semi-Government activities. In 
the main monopoly or near mono- 
poly conditions apply. 
Incentives are not present to the 
same extent. 

(c) Departments are tied closely to the 
concept of an annual appropria- 
tion for their funds. 

(d) The political factor. 

These are important in considering the 
environment within which management in 
the Government spheres operates. 


PRESENT PRACTICE 
Public Utilities 


From the representative sample studied, 
it is clear that the form and content of 
reporting on the operational side is 
adequate. Provision is made for manage- 
ment information to be supplied regularly 
to top management over the whole opera- 
tion of the utility. It is interesting to note 
that use is made not on'y of financial 
data, but also non-financial data—hours 
worked, number of route miles travelled 
and so on. In each case this traces back 
to a finance basis. There is evidence too, 
that these are used by management. 

While good use is made of these tools 
on the operational side, there has been 
little attempt to relate these techniques to 
the administrative element. This is perhaps 
in keeping with the practice in industry. 
While industry is becoming increasingly 
aware of the importance of the cost of the 
administrative element, there is generally 
no formal mechanism in the shape of 
regular reports of administrative costs 
along the pattern of production reports. 

It is clear there is much that can be 
accomplished both from the financial and 
non-financial side to improve the report- 
ing pattern for administrative areas. 


Government Departments 


In order to assess the problem in this 
sphere a wide range of both Common- 
wealth and State Departments were 
studied. The pattern emerging is not un- 
like that in the semi-Government sphere. 
Where Departments had what might be 
termed operational functions — running 
of factories, business enterprises (Post- 
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master-General ), etc., the concept of man- 
agement accounting reports was well deve- 
loped for those areas. Management was 
supplied with sufficient information at 
regular intervals to enable it to assess 
trends and progress. 

There seemed scope for further deve- 
lopments in the management accounting 
field in pure administrative departments. 
In some cases where there was no opera- 
tional function there was no effective de- 
tailed plan for reporting activities. All 
assess their annual requirements in terms 
of money, due to the necessity for funds 
to be appropriated annually by Parlia- 
ment. Most Commonwealth departments 
are making effective use of management 
aids such as organisation and method 
studies, internal audits, etc. This factor 
seemed not so well developed in State 
departments. 


The Problem 


The essential problem appears to be 
whether management accounting reporting 
can and ought to be applied to those de- 
partments which are predominantly ad- 


ministrative and to the administrative 
arms of departments with operational 
areas. There are difficulties. For example, 
no uniform unit of output generally exists 
for the very wide range of administrative 
functions. This complicates work measure- 
ment. However, on the evidence studied 
a system of regular management account- 
ing reports for these areas of administra- 
tion seems essential. 


Analysis of the Present Situation 


The public utilities in their operational 
areas have developed units of output or 
service, against which to measure mate- 
tials, labour and facilities used. The 
results are usually expressed statistically, 
in terms of money per unit—cost data— 
and overall expenditure. 

Periodical budgets of expenditure, ac- 
companied in varying degrees by asso- 
cated budgets of material, labour and 
expense, provide the means of comparing 
actual results with expected results. The 
budgets represent the targets to be sought; 
the actual results demonstrate variations 

the expected results; and the detailed 
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Statistical data of output produced, with 
the relevant cost indices, provide the 
means for any necessary corrective man- 
agement action. 

In their administrative areas the public 
utilities have less well developed units of 
work. The statistical control data are con- 
sequently less precise and effective. There 
has been little attempt to develop unit 
cost indices as in the operational area. 

Reliance is placed on the financial 
budgets as the means of control. This 
compares estimated expenditure to pro- 
duce the expected administrative result, 
with actual expenditure. The support- 
ing statistical data vary between utilities. 

To be really effective the bvdzet 
mechanism demands a realistic prepara- 
tion of estimates factually related to the 
expected administrative load, acceptance 
by all the people who can influence staff- 
ing and output as to the realism of the 
targets set down, ready and systematic 
comparison between expected results and 
actual, both in terms of output and 
expenditure, and rapid corrective action. 

In general those Government depart- 
ments carrying out functions analogous 
to the public utilities — that is providing 
services paid for by users in the form of 
special rates or service charges—approxi- 
mate, so far as accounting reports are 
concerned, to the public utilities. At least 
one large service department operates both 
fiscal and commercial accounting systems 
and reconciles them for the purpose of 
preparing figures for the annual budget 
papers. Another, which as part of its 
functions provides services usually made 
available by autonomous public bodies, 
adopts for that area the management re- 
porting techniques of the public utilities. 

The Government departments which 
exist to satisfy community rather than 
individual needs and which are financed 
from Consolidated Revenue approximated 
in reporting patterns to those applying in 
the administrative sections of the public 
utilities. The department’s annual esti- 
mates with their precedent reviews of 
past activities and forecasts of future 
requirements take the place of the period- 
ical or annual budgets. 
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The main difficulty is that in public 
utilities there is usually an end result 
capable of being measured objectively, 
and expenditure of all types related to it. 
In Government departments the end 
results are often intangible and usually 
extremely diverse. 

Therefore it is impracticable to relate 
cost of operations for Government depart- 
ments directly over all to end product or 
result. The main defects are: 

(i) Limited control of administrative 

expenditure. 
(ii) Limited appreciation of the poten- 
tial of budgetary control. 
(iii) Reports are not appropriate for 
their purposes. 
(iv) Control is absolute rather than 
relative. 


Limited Control of Administrative 

Expenditure 

The requirements of effective budgetary 
control have been set out earlier. This 
philosophy seems to be generally accepted. 
It is in its application the difficulties 
occur. Some use is made of all manage- 
ment tools—budgets, work measurement, 
methods review, cost indices, etc., but not 
universally at the same intensity or by the 
same levels of management. 

As we see it, top management, by 
which we mean directors, commissioners, 
permanent department heads, etc., is con- 
cerned mainly in overall control; reports 
should be aimed in this direction and 
must be as brief and concise as possible. 
Detailed reports should only be supplied 
on special request and should not be a 
regular feature. However, some details 
may be of particular significance and a 
watch for such details should be kept so 
that top management may be informed. 

The nature of top management deter- 
mines the descriptive nature of account- 
ing reports, i.e., whether the reports are 
technical or non-technical in composition. 
They should be in summary form wher- 
ever possible to enable quick reference. 

Reports to top management should be 
available promptly. If monthly — within 
a week after the close of the period, other- 
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wise value or effectiveness diminishes 
rapidly. 

Too much information or too many 
reports tend to overload top management 
— there is a natural tendency to ignore 
or to obtain less than full value from re- 
ports when this occurs. 

On the other hand, accounting reports 
to branch management, by which we 
mean branch, sectional or divisional 
heads, either professional or administra- 
tive in nature, should be in sufficient detail 
to enable efficient control over activities 
to be maintained, but it should be re- 
membered that branch managers are 
usually very busy people and reports 
should only contain essential detail —a 
periodical review of contents of reports 
and their value should be carried out in 
conjunction with the branch manager. 

Over-supply of detailed reports leads 
to them being disregarded or insufficiently 
studied. More use of comparative methods 
should be made —ratios, percentages, 
highlighting of significant trends, etc. 

Top management should delegate auth- 
ority to branch management for the carry- 
ing out of detailed policy and allow branch 
management to carry out its delegated 
authority. Top management should then 
ensure that the detailed reports are being 
utilised as part of the delegated authority. 


Limited Appreciation of Budgetary 

Control 

To the extent that all departments are 
obliged to prepare annual estimates there 
is a form of budgetary control, but budgets 
are only as good as the estimates on which 
they are based. Mistakes in estimates may 
hide inefficiency, either by inflation to 
permit of uneconomical work, or by over- 
limitation consistent with poor operating 
standards. It is obvious that control 
requires pre-determined standards, to be 
followed by corrective action where neces- 
sary. 
It is in the need to appreciate that 
accurate standards are the basis for 
successful control and that without them 
it is difficult to take corrective action, that 
a better understanding seems required. 
Once these standards are established the 
prevaration of regular accounts to review 
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progress against a budget — budgetary 
control — becomes meaningful and can 
make a real contribution to management 
provided the budgets are well conceived, 
actual results are promptly reported and 
that responsibilities for corrective action 
are Clearly defined. 


Reports Inappropriate for Their 

Purpose 

The preparation of regular accounts to 
review progress against a budget, budget- 
ary control, is gaining favour. Benefits 
from the system, however, can be dis- 
appointing and may be due to poorly 
conceived budget figures, delays in obtain- 
ing actual results or the lack of clearly 
defined responsibilities, with consequent 
opportunity to pass the responsibility for 
corrective action. 


As mentioned before it is essential that 
the cost of management accounting re- 
ports be weighed against the results 
obtainat le from the use of the reports. 
Reports can be too detailed and the cost 
of producing them unwarranted. 


The size and scope of accounting re- 
ports is necessarily dependent upon the 
size of the Department and its ramifica- 
tions. The preparation and presentation 
of statutory annual reports to Parliament 
is not a substitute for regular and frequent 
feporting to departmental management. 


Control is Absolute Rather than Relative 


There seems a general acceptance that 
the management controls normal in the 
public utility operational areas are unsuit- 
able in the administrative fields, whether 
in the public utilities or otherwise, be- 
cause of their diverse nature and admini- 
strative objects. Control is limited, by and 
large, to comparisons of actual expendi- 
ture against estimated expenditure — for 
departments those estimates appear in the 
printed parliamentary papers and usually 

items cover broad administrative 
areas. 


We feel that the idea of management 
controls not being suitable for the admini- 
strative areas can be carried too far, and 
that management must be less than fully 
effective if control reports are not in 
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sufficient detail to enable responsibility 
for the specific activities directed to be 
accepted and fixed at each level of man- 
agement. 


As we see it the concept of control 
reporting and responsibility accounting 
provides techniques equally applicable to 
the administrative scene as to the opera- 
tional, provided they are applied intelli- 
gently. 


Proposition 

It is a fact that the overall results of 
administrative organisation are often in- 
tangible and/or diverse. Our proposition 
is simply this — at some point or series 
of points in each organisation, be it branch 
or sectional or even group level, the 
operations become sufficiently routine to 
be related to staff by number and at these 
points it is possible to forecast and relate 
work to be done and staff and other 
facilities required to do it. 


If this is accepted the means are im- 
mediately available to make supervisors 
at all levels “work-load” conscious, which 
means also time conscious, and to have 
them participate in the dynamic manage- 
ment process of— 


(a) definition of objectives—expressed 
both statistically and financially as 
budgets; 

(b) measurement of progress made— 
again statistically and financially; 


(c) readjustment in terms of actual 
circumstances — corrective action 
in the way of staffing adjustments 
or material usage. 


This then makes real control possible— 
the logical follow-on to planning which 
was expressed in the original budget. 


It may be objected that in the admini- 
strative area expenses are not as readily 
controlled as in the operational areas be- 
cause there is not the same flexibility of 
staffing and because certain functions 
must be carried on independently of the 
size of public demand or need. It seems 
to us that if staffing is less flexible it points 
the need, even more, to continuous survey 
in terms of output and cost to make the 
most expeditious use of staff against the 
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overall needs of the organisation and to 
control factors such as overtime and 
absenteeism. 


Without enlarging this paper to include 
a detailed plan for implementing this 
concept the steps in outline as we see them 
would be: 

(i) To prepare annual budgets by sec- 
tions or administrative areas so as 
to identify the responsibility of 
individual administrators and to 
relate expected work to the staff and 
facilities requested, having in mind 
the standards which have operated 
up to that time. 

To make the section leaders, etc., 
accept responsibility for the budget 
and the completion of the work 
expected. 

To record expenditure and work 
performed by sections. 

To compare budgeted results with 
actual results at regular intervals; 
each section leader to explain differ- 
ences for his area between actual 
and expected results. 

To compare overall departmental 
figures as a composite of sectional 
figures. 

To use aggregate figures for each 
year for each section as the basis 
for the next budget period, the 
section leaders to initially set such 
budgets. 

To prepare the estimates of the 
organisation from the approved 
sectional budgets. 


The most important end results would be 
that section leaders would have the means 
to manage their groups and to measure 
their effectiveness in terms of output. As 
a by-product there would be a broad cost 
index for the work of each of the sections, 
making possible a comparison from one 
point in time to another or between 
branches doing similar work. As a whole 
the organisation would be getting away 
from block estimates based on expendi- 
ture alone, and there would be objec- 
tive forecasting, continuous recording of 
results and comparison leading to correc- 
tive action. 


(ii) 


(iii) 
(iv) 


(v) 


(vi) 


(vii) 
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Summary 

In summary, we feel that in the admini- 
strative areas management could wel] 
make better use of control data ancillary 
to the financial estimates. 


We feel that so far as accounting reports 
are concerned — and here we have not 
considered the contributions to be made 
by other management tools such as per- 
sonnel techniques, methods investigations, 
statistics, etc.— both money and work 
measurement expressed in statistics have 
their place and that, too easily, reliance 
can be placed on overall financial results 
alone. 


We propose that in the administrative 
scene, as well as the operational, perform- 
ance budgets should be prepared and 
actual results compared both in terms of 
output and expenditure. We consider that 
this would provide the means to enable 
supervisors at all levels to fully measure 
up to their responsibilities and make their 
full contribution to the fixing of budgets, 
isolating and analysing factors causing 
variations and the taking of any corrective 
action necessary. 


Finally we ask all those who have man- 
agement responsibilities to allow the ac- 
countant to assist them in their difficult 
tasks. We believe that as management 
becomes more and more scientific each 
executive must be capable of absorbing 
and using the skills of other areas than 
his own because management overlaps 
and co-ordinates the many areas of 
specialisation comprising the whole orga- 
nisation. We believe the accountant can 
assist because he deals in the one unit of 
value common to all operations—money. 


In conclusion, the Group would like 
to express sincere appreciation of the 
assistance and co-operation received from 
public utilities, Commonwealth and State 
Government Departments and semi-gov- 
ernment authorities. Officers from these 
bodies gave generously of their time and 
provided much detailed data without 
which this report would not have been 
possible. 


The Australian Accountant, November, 1961 












COMPANY RESOLUTIONS 
BY S. R. BROWN, LL.B., F.C.A. CHARTERED ACCOUNTANT 


The company is an increasingly common form of constitutional base for business, and, 
indeed, for other activities, e.g., clubs, and the terms “meeting” and “resolution” are now 
widely used. There is a developing consciousness that group decisions become cry 
in resolutions. A high percentage of the large number of resolutions which are Seonmie down 
daily have a certain legal character because they must have juridically acceptable definition 
or because they regulate the rights and duties of various persons. It is important therefore 
that a resolution should be cast in such terms that it covers the subject, contains no extraneous 
detail and is so legally precise that it is effective for the purpose required. These character- 
istics should, in fact, apply to all resolutions even though they may not be juridically signifi- 
cant. Price £2/5/0. (£2/6/3 posted). 





THE PRINCIPLES AND PRACTICE OF FARM 
MANAGEMENT ACCOUNTING 
C. A. MALLYON, F.A.S.A., A.C.LS. 


The purpose of this work is to show the primary producer what he should expect from 
his accounts. It is a blueprint for accountants, agricultural economists and extension workers 
who are actively engaged in planning or interpreting accounts for the farmer and grazier. 

Literature on the subject in Australia has been very limited and this is the first serious 


attempt to produce a text book for students of accounting for the rural industry. Price 
£3/370. (£3/4/3 posted). 





THE VALUATION OF COMPANY SHARES 
& BUSINESSES 
BY A. V. ADAMSON, F.C.A. 


The object of this book it to examine the various theories which have been advanced re- 
garding the valuation of shares in companies which are not quoted on a stock exchange, to 
trace the growth of legislation and legal decisions which have been given on the subject, and 
to endeavour to recognize any principles which may emerge. 

Any opinions expressed are given from the ee os or accounting viewpoint, and where 
legal dochdaen are discussed it is with the object of construing them in the light of recognized 
and practical accounting principles. Price £2/5/0. (£2/6/3 posted). Third Edition. 
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THE COLLEGE THAT GETS RESULTS 





MEN —THINK of YOUR FUTURE! prodern business is calling for more 


and more Accountants— QUALIFIED Accountants. Australia’s present 
Industrial Expansion has opened the way to exciting and rewarding 
careers for Trained men. Never before has there been such scope for 
initiative and ability. If you have the determination so succeed and 
are fully equipped you can meet this challenge and take the Higher 
Position, with increased Salary and promise of early promotion. 


YOUR GUARANTEE- over 55 vears of CONSISTENT SUCCESS IN EXAMINATIONS 


The number of students who have secured their Accounting Degrees 
through M.B.C. runs into many thousands, including many who have 
risen to Top-line positions in Commerce and Industry. M.B.C. Courses 
are ducted by leading professional men who are specialists in their 
particular fields and fully qualified as teachers. The HIGH PERCENTAGE 
of M.B.C. PASSES and TOP HONOURS is proved year after year. 


COMPLETE TRAINING for — THE PROFESSION, BUSINESS ACCOUNTING, 


COST ACCOUNTING, BOOKKEEPING 
BANKING AND COMPANY SECRETARYSHIP. 
ALSO POST-GRADUATE SPECIALISATION IM 

COSTING, TAXATION AND COMMERCIAL EDUCATION. 

















YOUR CHOICE of 
3 TUITION METHODS — DAY. The Student who completes the first stage of Accountancy by 


full time Day tuition BEFORE taking a position, begins his career con- 
fident, competent, better paid and in line for promotion. Day tuition 
is by INDIVIDUAL instruction — a feature exclusive to M.B.C. 





EVENING. For the young man in employment, regular attendance 
for Individual ORAL Instruction tests and lectures. Study progress is 
strictly supervised. 


HOME STUDY. Postal or Semi-personal. Ideal for mature 
students. ALL TUITION is INDIVIDUAL. START ANY TIME. 


INDUSTRY, COMMERCE and PUBLIC ADMINISTRATION require more Accountants to cope 
with present needs and with an Accounting degree Top positions await you. Face the 
challenge and be Trained for Executive Status. SEND NOW for Booklet “My Road to 
Success”. 


METROPOLITAN BUSINESS COLLEGE 


EXPERIENCED — MODERN — DEPENDABLE 
6 Dalley Street, Sydney BU 5921 — Also at Parramatta and Canberra. 
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Review of Proposed Alterations to State Company Law 
Embodied in the Draft Companies Bill 


PART I — SECRETARIAL AND LEGAL 


FOREWORD 


For many years, the differing provisions of 
State company law have created many difficul- 
ties for those concerned with the conduct and 
management of companies. There was general 
approval therefore for the decision that a 
committee of Commonwealth and State Minis- 
ters be formed to study the various company 
laws of the States and prepare a Draft Uni- 
form Companies Bill for submission to each 
State Government, with the aim that it be 
incorporated in each State’s legislation. 


The Committee comprised the Attorney- 
General for the Commonwealth, The Hon. Sir 
Garfield Barwick, Q.C., M.H.R., and the 
Attorneys-General of the States, i.e.: The Hon. 
Reginald R. Downing, M.L.C. (N.S.W.); The 
Hon. Arthur G. Rylah, E.D., M.L.A., chairman 
(Vic.); The Hon. Alan W. Munro, M.L.A. 
(Q); The Hon. Colin D. Rowe, M.L.C. (S.A.); 
The Hon. Arthur F. Watts, C.M.G., M.L.A. 
be aad and the Hon. Roy F. Fagan, M.H.A. 

as.). 


The Committee held its first meeting in 
Melbourne on 18 June, 1959 and the first 
draft, prepared under the direction of the 
Ministers, was circulated in October, 1960 to 
persons and professional organisations in the 
cal. accountancy, secretarial and commercial 

s. 


The views of the Society in regard to the 
draft were combined with those of the Insti- 
tute of Chartered Accountants in Australia 
i a joint submission to the Committee. 


The foreword to the Draft Bill states that 
the general approach of the Committee to its 
task was: 


(1) To simplify the requirements of the legis- 
lation with the object of facilitating opera- 
tions of legitimate business; and 


(2) To strengthen the provisions aimed at 
fraudulent and undesirable practices and 
those designed to safeguard the investing 
public. 


The foreword concludes: “If the draft is 
acceptable to the legislatures of the various 
States and Territories concerned, Australia 
will have a law regulating corporations equal 
to any in the Commonwealth of Nations and 
Well suited to its needs in these times of vast 
manufacturing and commercial growth.” 


The Australian Accountant, November, 1961 





This review has been prepared to pro- 
vide members of the Society with author- 
itative information on the Draft Uniform 
Companies Bill and as a guide to its pos- 
sible effects. 











The proposed legislation as detailed in the 
Committee’s Draft Bill, which runs to 332 
pages with its appended schedules, contains 
many matters of vital concern to members 
of the accountancy profession. Existing State 
company law has been changed in varying 
degrees and many new provisions have been 
included in the Draft Bill. 


In order that the provisions of the Draft 
Bill could be evaluated and analysed ade- 
quately for the information of members at 
this stage the notes contained in this review 
have been arbitrarily classified into four sec- 
tions. 

1. SECRETARIAL—Reviewed by V. L. 

GOLE, F.AS.A., A.C.A.A., Company 
secretary. 


. LEGAL—L. C. VOUMARD, B.A., 
LL.B., A.A.S.A., Senior Lecturer in 
Commercial Law, University of Mel- 
bourne. 


ACCOUNTING—T. R. JOHNSTON, 
LL.M., B.Com.(N.Z.), Ph.D(Cantab.), 
F.A.S.A., Reader in Accountancy, Uni- 
versity of Melbourne. 


. WINDING UP—E. R. SMAIL, A.A:S.A., 
Accountant in Public Practice. 


The first two sections appear in this issue 
of The Australian Accountant and sections 3 
and 4 of the review will be published in the 
December issue of the journal. 


As members will appreciate a great deal of 
thought and time has been given by the four 
reviewers named above to the task of analysing 
the Bill, and the Australian Society of Ac- 
countants acknowledges its indebtedness to 
them for their invaluable work. 
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1.— SECRETARIAL 
By V. L. GOLE, F.A.S.A., A.C.A.A. 


Introduction 


It is the purpose of this section of the digest 
to deal specifically with those provisions in 
the Draft Companies Bili which cover statu- 
tory secretarial responsibilities. 


It is not the purpose to draw detailed com- 
parisons between previous and current legis- 
lation and that which is proposed in the Draft 
Companies Bill, nor to identify changes. 
Rather is it the intention to state what the Bill 
requires, and, where appropriate, to comment 
on the implications. In view of the fact that 
the Victorian Companies Act 1958 was used 
as a model for the deliberations of the Com- 
mittee of Commonwealth and State Ministers, 
it is not surprising to find that as far as public 
companies are concerned there is not much 
change in regard to statutory secretarial re- 
sponsibilities from those required in Victoria 
under the 1958 Act. Other States will find 
some significant changes in relation to current 
legislation operating in those States. 


The significant differences between the Draft 
Bill and previous legislation rest in the intro- 
duction of a class of company called “Exempt 
proprietary company”* If a proprietary com- 
pany falls outside the definition of an “exempt 
proprietary company” as defined by subsections 
(7) and (8) of Section 5 of the Bill such a com- 
pany is brought within the scope of a number 
of provisions from which proprietary com- 
panies generally were previously exempt. 


In this respect the present lack of uniform- 
ity between States in company legislation is 
most apparent. Some States impose far greater 
obligations on proprietary companies than 
others, while in Victoria where the 1958 Act 
is operating, proprietary companies enjoy a 
greater degree of exemption than practically 
in any other State. 


There is little doubt that in most cases the 
person who is named a secretary of the com- 
pany, whether he be a fully employed officer 
of that company or whether he is acting in a 
professional capacity (as is so often the case 
with proprietary companies) accepts the re- 
sponsibility of fulfilling the obligations of the 
company to lodge or file appropriate docu- 
ments. 

This responsibility is emphasised in sub- 
section (8) of Section 12 of the Bill in these 
words— 

(8) If a corporation or person, having made 
default in complying with— 

(a) any provision of this Act or of any 

other law which requires the lodging 





*This aspect of the legislation is dealt with 
in greater detail in Section 2 (Legal) by L. C. 
Voumard. 
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or filing in any manner with the Reg- 
istrar of any return account or other 
document or the giving of notice to 
him on any matter, or 


(b) any request of the Registrar to amend 
or complete and re-submit any docu- 
ment or to submit a fresh document— 


fails to make good the default within 
fourteen days after the service on the cor- 
poration or person of a notice requiring it 
to be done, the court or any court of 
summary jurisdiction may, on applica- 
tion by any member or creditor of the 
corporation or by the Registrar, make an 
order directing the corporation and any 
officer thereof or such person to make 
good the default within such time as is 
specified in the order. 


It need hardly be added that company sec- 
retaries with a sense of responsibility to the 
companies they serve will ensure that the action 
of the court as indicated above will never be 
necessary. 


THE COMMON SEAL 


Whether a contract on behalf of the com- 
pany must be executed under the common seal 
of the company depends on the nature of the 
contract itself. If the contract is such, that if 
between private persons it is required by law 
to be in writing under seal, it would need to 
be executed if on behalf of a company under 
a seal of the company. Section 35 
(i) (a). 

A document or proceeding requiring authen- 
tication by a company may be signed by an 
authorised officer of the company and need not 
be under its common seal. Section 35 (2). 


In this case it may be necessary in some 
instances for the company to provide evidence 
that the officer signing was “authorised” to 
act for the company. 

A company may bestow power to execute 
deeds on its behalf on any person who may 
then act as its agent or attorney. Such a power 
would be given in writing under the common 
seal of the company. Section 35 (3). The power 
would continue until revoked or alternatively 
until the expiry of the time mentioned in the 
instrument of appointment (if any such time is 
mentioned). 


Common Seal for Use Abroad 


A company may require the use of its 
common seal in the transaction of business 
outside the State where it is incorporated. If 
the appropriate power is given under the Art- 
icles of the company, it may have for its use 
a facsimile of the common seal with the addi- 
tion on its face of the name of every place 
where it is to be used. The person affixing any 
such official seal shall in writing under his 
hand certify on the instrument to which it is 
affixed, the date on which and the place al 
which it is affixed. Section 35 (5). 
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Share Seal 
A company may also have a 


(see “Shares”’) 
SHARES 


There are no significant differences between 
a public and a proprietary company in the 
provisions governing the issue and allotment 
of shares. (Section 54 to 69). These sections 
are dealt with below. 


“share” seal 


Allotment 


When a company makes an allotment of any 
of its shares it must within one month file 
with the Registrar a Return of Allotments 
showing: 

(a) the number and nominal amounts of the 
the shares comprised in the allotment, 

(b) the amount (if any) paid, deemed to be 
paid, or due and payable on the allotment 
of each share, 

(c) where the capital of the company is divided 
into shares of different classes, the class 
of shares to which each share comprised 
in the allotment belongs, 


and 

(d) subject to sub-section (2) of this section, 
the surname and at least one christian 
name and other initials and the address 
of each of the allottees and the number 
and class of shares allotted to him. 

Section 54. 

Sub-section (2) deals with shares allotted 
to a no-liability company for cash and also 
shares allotted by a company which has more 
than five hundred members, keeps its share 
register at a place within three miles of the 
office of the Registrar and provides reasonable 
accommodation and facilities for persons to 
inspect and take copies of its list of members 
and its particulars of shares transferred. In 
the latter case if the allotment is to more than 
five hundred persons the particulars under (d) 
of Section 54 above need not be supplied. This 
is so whether the allotment is for cash or 
otherwise. An important point to remember is 
in connection with shares of subscribers of 
the memorandum of association. Sometimes 
these are not the subject of a formal allotment. 
Sub-section (6) of Section 54 makes it clear 
that these subscribers’ shares “shall be deemed 
to have been allotted to the subscribers at the 
date of incorporation of the company”. These 
shares will therefore need to be included on a 
return of allotments within one month of 
the incorporation of the company. The names 
of the subscribers should be entered on the 
register of members. It is good practice to 
minute the allotment of subscribers’ shares and 
'o follow through the procedure which governs 
all other allotments. 

Shares are sometimes allotted for a con- 
sideration other than in cash. The allotment 
may be made pursuant to a contract in writing. 
or pursuant to an arrangement not reduced 
‘o writing. If there is a contract it must be 
lodged with the Registrar at the time the 
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return of allotments is filed. If a certified 
copy of the contract is lodged the original 
must be produced at the same time, and this 
original must be properly stamped. 

Where the allotment is not in pursuance 
to a contract reduced to writing, appropriate 
particulars must be lodged with the return of 
allotment to show the consideration for which 
the allotment is made. 


Another important point arising under this 
section is in connection with allotments of 
shares in satisfaction of a dividend declared 
in favour of, but not payable in cash to the 
shareholders, or where an account or reserve 
has been applied directly in paying up shares 
already issued. A return of allotment is re- 
quired to show the shares so issued as allotted 
for a consideration “other than cash”. The 
return must include or be accompanied by a 
statement showing such particulars as are 
prescribed. 

Bearing in mind that many proprietary 
companies issue several different classes of 
shares such as “A” class, “B” class, ” class 
and so on, it is apparent that Section 54 re- 
quires the allotments of each class to be clearly 
stated. Generally different rights are attached 
to these various classes of shares even though 
they all may come under the broad classifica- 
tion of “ordinary” shares 


Shares at a Discount 

The issue of shares at a discount is prac- 
tically unknown in Australia. In order for a 
company to make such an issue the following 
provisions would need to be observed: 


(a) such an issue can only be of a class of 
shares already issued; 

(b) the issue must be authorised by resolution 
of a general meeting of the company; 

(c) the issue must be confirmed by an order 
of the court; 

(d) the resolution must specify the rate of 
discount; 

(e) one year must have elapsed from the date 
on which the company was entitled to 
commence business to the date of the issue 
of shares at a discount; 

(f) the shares must be issued within one month 
after the date on which the issue is con- 
firmed by order of the court or such ex- 
tended time as the court allows; 

(g) every prospectus issued by the company 
shall contain particulars of the discount 
allowed or so much of that discount as 
has not been written off at the date of 
the prospectus; 

(h) the shares to be issued under discount 
must be offered to holders of shares of 
that class proportionately to shares held 
before being otherwise offered. 


A no-liability company is not subject to 
these provisions and may issue shares at a 
discount without the formalities already ex- 
pressed. Section 59 covers these matters. 
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Shares at a Premium 


A company may issue shares at a premium 
without any special restrictions other than those 
which govern the issue of shares generally. 
The amount of the premium, whether received 
in cash or in the form of other valuable con- 
sideration, must be transferred to an account 
called “share premium account”. 


The share premium account is subject to 
the provisions of the Act relating to reduction 
of share capital. Consequently there are re- 
strictions on the use of the share premium 
account. 

These may be stated as under— 

(i) the share premium account may be ap- 
plied in paying up unissued shares to be 
issued to members of the company as 
fully paid bonus shares; or, 

(i) in paying up in whole or im part the 
balance unpaid on shares previously 
issued to members of the company; or, 

(ii) in payment of dividends if such dividends 
are satisfied by the issue of shares to 
members of the company; or, 

(iv) in writing off preliminary expenses, com- 
mission, brokerage paid or discount al- 
lowed on shares issued or debenture 
issues and in providing for the premium 
or redemption of debentures or redeem- 
able preference shares. 


Redeemable Preference Shares 


The power to issue redeemable preference 
shares must be contained in the articles of 
association of the company. The issue of such 
shares follows the procedure of issuing other 
kinds of shares, but there are specific provi- 
sions regarding the manner in which such 
shares may be redeemed. Bearing in mind that 
the shares are issued subject to redemption, 
some provision is necessary to avoid the re- 
demption being a reduction of capital. The 
following points are important: 


(i) the redemption shall not be taken as 
reducing the amount of authorised share 
capital of the company; 

(ii) the shares must be redeemed only out 
of profits which would otherwise be 
available for dividend or out of the 
proceeds of a fresh issue of shares made 
for the purposes of redemption; 

(iii) the shares to be redeemed must be fully 
paid up shares; 

(iv) any premium payable on redemption 
shall be provided for out of profits or 
out of share premium account before 
the shares are redeemed. 

(v) in those cases where the shares are re- 
deemed out of the profits which would 
otherwise be available for dividend, a 
sum equal to the nominal amount of the 
shares to be redeemed must be trans- 
ferred to a “capital redemption reserve”. 
This reserve shall be subject to the pro- 
visions of the Act relating to reduction 
of the share capital of a company; 


(vi) when shares have been redeemed the 
company may issue other shares up to 
the nominal amount of the shares re- 
deemed; 

(vii) the capital redemption reserve may be 
applied in paying-up unissued shares of 
the company to be issued to members of 
the company as fully paid bonus shares; 

(viii) notice in the prescribed form must be 
filed with the Registrar within fourteen 
days after the redemption. The notice 
must specify the shares redeemed. 


Conversion and Consolidation 

A company is provided with a great deal of 
flexibility under the provisions of the Bill re- 
lating to share capital but the company must 
first of all provide itself with the appropriate 
powers under its own articles of association. 
Also it must pass the appropriate resolutions 
at properly convened meetings. Practically all 
of these matters relating to share capital can 
be carried through by ordinary resolution. To 
this end a company may— 

(a) increase its authorised capital; 

(b) consolidate and divide its shares into 
shares of a larger amount or sub-divide 
the shares into shares of a smaller amount 
than provided in the memorandum; 

(c) convert all or any of its paid up shares 
into stock, and reconvert stock into shares; 

(d) cancel shares not already taken up. 

No provision is made for a company to 
issue stock in the first place. Shares must be 
issued and allotted and then converted into 
stock. This conversion can, of course, be 
carried out before the issue of certificates so 
that after the conversion is made the certifi- 
cates may be issued as stock certificates rather 
than as share certificates. 

Reduction of share capital can be achieved 
by special resolution of the company, but the 
reduction is only effective when confirmed by 
the court. A copy of the special resolution and 
a copy of the order of the court must be filed 
with the Registrar. The court will take into 
account the rights of creditors and shareholders 
before giving the confirmation order. 


Rights of Shareholders 

Where shares are issued with special rights 
to the shareholders concerned these rights can 
only be altered or removed by resolution of 
the shareholders concerned at a meeting of 
those shareholders. This abrogation of rights 
can be important when it is proposed to make 
a further issue of preference shares ranking 
pari passu with existing preference shares. In 
such a case the rights of the existing prefer- 
ence shareholders would be considered to 
have been varied. As in other matters of this 
nature where resolutions are involved “copy 
resolutions” must be filed with the Registrar. 


DEBENTURES 


A register of debentures must be kept by 
every company which makes an issue of de- 
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bentures. The register must be kept at the reg- 
istered office of the company or at some 
other place within the State. 


When the register is kept at some place other 
than the registered office of the company notice 
must be filed with the Registrar within seven 
days showing the place where the register is 
kept. Any change of location in this matter 
must also be the subject of filing with the 
Registrar within seven days of the change. 


This legislation (similar for share register) 
is designed to cope with the increasing prac- 
tice of share and debenture registers being 
kept by professional registry services such as 
those provided by banks, public accountants 
and others. The register must contain the names 
and addresses of debenture holders and the 
amount of debentures held by them. 


Shareholders and debenture holders have 
the right to inspect the Register except when 
it is closed in accordance with the articles of 
association or the document under which the 
debentures are issued. The time durimg which 
the register is closed shall not exceed 30 days 
in any calendar year. 


TITLES AND TRANSFERS 
Titles 

A share certificate or debenture certificate 
under the common seal of the company is 
usually regarded as prima facie evidence of 
the title of the member to the shares. 

By Section 99 (i) the company is required 
to have ready for delivery all the appropriate 
certificates in connection with the allotment or 
transfer of shares or debentures within two 
months of the allotment or transfer as the 
case may be. Section 92 (2) prescribes the fol- 
lowing particulars to be shown on the certi- 
ficate— 


(i) The certificate must be under the com- 
mon seal or official seal of the company. 
The official seal may be used where the 
shares are on a branch register; 

(ii) the name of the company and the author- 
ity under which the company is con- 
stituted; 

(iii) the address of the registered office of 
the company in the State, or, where the 
certificate is issued by a branch office, 
the address of that branch office; 

(iv) the nominal value of the shares, the class 
of shares, and the extent to which they 
are paid up. 

Section 91 and its sub-sections provide 

(v) if all the issued shares are paid up or 
if all the issued shares in a class are paid 
up and they rank equally for all purposes 
the distinguishing numbers of the shares 
may be dropped; 

(vi) if all the issued shares of the company 
are evidenced by certificates and each 
certificate is distinguished by an appro- 
priate number, and that number is re- 
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corded in the register of members, the 
shares need not have a distinguishing 
number. 

For the purpose of sealing share certificates 
the company may provide itself with a fac- 
simile of its common seal with the addition 
of the words “Share Seal” on the face of it. 
Any certificate so sealed shall be deemed to be 
sealed with the common seal of the company. 


Where a share or debenture certificate is 
lost or destroyed the Bill sets out a procedure 
to be followed before the new certificate may 
be issued. Briefly, a statutory declaration is 
required to the effect that the certificate has 
been lost or destroyed and has not been 
pledged, sold, or otherwise disposed of, and 
if lost, that proper searches have been made. 
An undertaking in writing is also required, 
that the certificate, if found, will be returned 
to the company. 


In addition to these requirements the direc- 
tors may require an advertisement to be in- 
serted in a daily newspaper circulating in a 
place specified by the directors, stating that 
the certificate or document of title has been 
lost or destroyed. The advertisement is to be 
inserted by the owner of the certificate and 
would state that application is to be made after 
the expiration of fourteen days from the date 
of insertion for a duplicate certificate to be 
issued. The directors may also require the 
owner to furnish a bond for an amount equal 
to at least the current market value of the 
shares or debentures. This bond would be in 
the nature of an indemnity. 


The first two items (declaration and under- 
taking) are prescribed by the Bill. The other 
two (advertisement and indemnity) are at the 
discretion of the directors. 


Transfers 


The Bill prescribes that a company shall 
not register a transfer of shares or debentures, 
unless a proper instrument of transfer has been 
delivered to the company. The articles of the 
company cannot set aside this requirement. 
If a shareholder or debenture holder becomes 
entitled by law to be registered the sub-section 
shall not prejudice any power to register. 
The representative of a deceased share or 
debenture holder can execute a valid transfer 
although he is not a member of the company. 


Section 96 (i) provides for the registration 
of the name of a transferee on the application 
of the transferor. The company’s articles in- 
variably provide that the relevant share certi- 
ficate shall be surrendered when the share 
transfer is submitted. Sometimes the certificate 
is in the possession of some other party and 
the company in such cases shall by notice in 
writing require the person having the certificate 
to deliver it up to the company. If the person 
upon whom such a notice is served refuses to 
deliver the certificate he may be summoned 
before the court to show cause why the cer- 
tificate should not be delivered up. 
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Refusal to register a transfer is a privilege 
exercisable by the company. Section 97 (i) 
provides that, if the company does refuse to 
register a transfer, notice shall be given within 
two months to the transferee indicating 
reason for the refusal. “Marked transfers” 
have become such a commonplace feature of 
transfer work in public companies that it is 
natural for the Bill to provide some direction 
in this matter. Section 98 (1) provides that 
the certification by a company of any instru- 
ment of transfer shall be taken as a represen- 
tation by the company to any person acting 
on the faith of the certification, that documents 
have been produced to the company which 
provide prima facie evidence of title in the 
transferor. 

If the certification is made negligently the 
company will be responsible to any person 
acting in good faith, as though the certifica- 
tion was made fraudulently. 

If a limited period is expressed in the cer- 
tification, the company and its officers shall 
not, in the absence of fraud, be liable in re- 
spect of the registration of any transfer, com- 
prised in the certification, after the expiration 
of the period expressed if the instrument of 
transfer has not within that period been lodged 
with the company. An instrument of transfer 
shall be deemed to be certificated if it bears 
the words “certificate lodged” or words to 
that effect. Section 98 (4) (a). 


REGISTRATION OF CHARGES 


If a company creates a charge over any of 
its assets or undertaking, such a charge will 
be void against the liquidator and any creditor 
of the company unless the charge is registered 
with the Registrar of Companies. The regis- 
tration is effected by filing with the Registrar 
a statement of the prescribed particulars and 
(a) the instrument (if any) by which the charge 
is created or evidenced; or 

(b) a copy thereof together with an affidavit 
verifying the execution of the charge and 
also verifying the copy as being a true 
copy of the instrument. 

The property over which the charge is 
created may be located outside the State in 
which the company operates. The charge must 
still be registered in the State in which the 
company operates even though it may also 
have to be registered in the State in which the 
property is located. 

This matter of registration is important in 
connection with issues of debentures where 
the security of the debenture holders rests in 
specific assets or in a general charge. Usually 
a deed contains the charge. If there is a deed, 
certain particulars must be filed within 30 days 
after the execution of the deed. If there is no 
deed the particulars must be filed within 30 
days of the execution of the first debenture 
of the series. The statement must contain the 
following particulars— 

(a) the total amount secured by the whole 
series, 
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the dates of the resolutions authorising 
the issue of the series and the date of 
the covering deed (if amy) by which the 
security is created or defined, 

(c) a general description of the property 
charged; and 

(d) the names of the trustees (if any) for 
the debenture holders, together with: 

(e) the deed containing the charge and an 
affidavit verifying the execution of the 
deed; or 

(f) a copy of the deed and an affidavit veri- 
fying the execution of the deed and veri- 
fying the copy to be a true copy; 

(g) if there is no such deed, a copy of one 
of the debentures of the series and an 
affidavit verifying the copy to be a true 
copy. 

The company must cause to be endorsed 
on every debenture forming one of a series of 
debentures, or certificate of debenture stock— 
(a) a copy of the certificate of registration; 
(b) a statement that the registration has been 

effected and the date of the registration. 

Provision is also made for filing a memor- 
andum of satisfaction when the charge is no 
longer necessary. 


OFFICE AND NAME 


A company must have a registered office 
within the State. Notice of the situation of 
the registered office must be filed in the 
prescribed form. The days and hours during 
which the office is accessible to the public 
must be stated on the form. The office must 
be accessible to the public for not less than 
three hours each day between the hours of 
nine o’clock in the morning and five o’clock 
in the evening except Saturdays, Sundays and 
holidays. 

If the office is open to the public for at 
least five hours between ten o’clock in the fore- 
noon and four o’clock in the afternoon of each 
day, Saturdays, Sundays and holidays excepted, 
there is no need to include in the notice of 
situation of registered office the hours during 
which the office is accessible to the public. 

Any change in the situation of the regis- 
tered office of the company must also be 
notified to the Registrar in the prescribed form. 

The name of the company must appear in 
legible characters on 
(a) its seal, and 
(b) on all business letters, statements of 

account, invoices, official notices, publica- 
tions, bills of exchange, promissory notes, 
endorsements, cheques, orders, receipts 
and letters of credit. 

Every way shall paint or affix and keep 
painted or affixed on the outside of every office 
or place in which its business is carried on i 
a conspicuous position in letters easily legible 
its name and also in the case of the registered 
office the words “Registered Office”. 
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DIRECTORS AND OFFICERS 


A public company must have at least three 
directors and a proprietary company must have 
at least one director. In the case of a public 
company at least two of the directors shall be 
natural persons ordinarily residing within the 
Commonwealth. In the case of a proprietary 
company at least one director shall be a natural 
person ordinarily residing within the Common- 
wealth. 

Before a person may be named as a director 
or proposed director in the memorandum or 
articles of the company or in a prospectus or 
statement in lieu of prospectus he must have 
done the following things: 

(i) lodged a consent in writing to act as a 

director; 

(ii) signed the memorandum for a number 

pe ~— not less than his qualification, if 


(iii) pa and lodged with the Registrar an 
undertaking in writing to take from the 
company and pay for his qualification 
shares, if any; 

(iv) made and lodged with the Registrar a 
statutory declaration to the effect that a 
number of shares not less than his quali- 
fication, if any, is registered in his name. 

Special provision is made to cover the case 
of a director who is a director of a corpora- 
tion or group of corporations and is to become 
a director of a company formed or about to 
be formed to acquire that other corporation or 
grup of corporations. 

These provisions do not apply to a proprie- 
tary company (except the provisions relating to 
the signing of consent to act as a director) 
nor to a company not having a share capital 
nor to a prospectus or statement in lieu of 
prospectus lodged or articles adopted after the 
expiration of one year from the date on which 
the company was entitled to commence busi- 
ness. 

An undischarged bankrupt shall not be a 
director. 

Appointment 

Section 118 (1) makes it clear that in the 
case of a public company the appointment of 
directors shall be by separate resolution in 
respect of each director. This means that basic- 
ally two or more directors shall not be ap- 
pointed by the one resolution. This provision 
may be waived if a resolution is first 
by the meeting to the effect that more than 
one director shall be elected in the one reso- 
lution. The resolution providing this waiver 
must be passed without any vote being given 
against it. It is apparent that a proprietary 
company is not brought within the scope of 
Section 118 (1) and therefore has freedom in 
this respect to make its own arrangements for 
the appointment of directors, governed, of 
course, by its own articles of association. 

On a ballot or poll two or more directors 
may be appointed at the one time. 
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Removal 

Section 120 (1) provides that a public com- 
pany may by ordinary resolution remove a 
director from office before the expiration of 
his period of office. This provision overrides 
anything to the contrary in the articles of 
the company. In those cases where a director 
is appointed to represent a particular class of 
interests—shareholders or debentures for ex- 
ample—the resolution to remove him shall not 
take effect until his successor has been ap- 
pointed. The removal of a director under this 
section shall not be made until special notice 
has been given to the director concerned. The 
director has the right to make representations 
to the company and to request the company 
to make those representations known to the 
members. ail 

Power is given to the court, on application 
of the company or any person who claims to be 
aggrieved, to determine whether copies of the 
representations shall be sent out or read at 
the meeting. 


Age Limit 
See Section 2 (Legal) 


Restraint 

Restraint is placed upon persons convicted 
of any offence in connection with the promo- 
tion or formation of a company or involving 
fraud or dishonesty, from becoming or acting 
as directors of companies within a period o 
five years of conviction or release from prison. 


This restraint carries through to the provisions 
of Section 124 which state that a “director 
shall at all times act honestly and use reason- 
able diligence in the discharge of the duties 
of his office, and shall not make use of any 
information acquired by virtue of his position 
as an officer to gain directly or indirectly an 
improper advantage for himself or cause detri- 
ment to the company”. 

Also to the provisions of Section 303 re- 
quiring proper books of account to be kept, 
and if not so kept, holding the directors liable 
for an offence against the Act. 

The usual provisions are contained in the 
Bill to require a director to disclose any con- 
flict of interest in contracts, property and so 
on. 

Loans to directors are prohibited by Section 
125 unless the loan is in accordance with a 
scheme which has been approved by a general 
meeting of the company or made by a com- 
pany whose ordinary course of business is the 
making of loans. 


Register of Directors’ Shareholdings 

It is required by Section 126 (1) of the Bill 
that the company shall keep a register showing 
in respect of each director the number, de- 
scription and amount of any shares in or 
debentures of the company or a corporation 
that is deemed to be related to that company, 
which are held by or in trust for him, or of 
which he has the right to become the holder. 
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The register need not include shares in any 
corporation which is the wholly owned sub- 
sidiary of another corporation. 

If the director so desires, the nature and the 
extent of his interest or right in such shares 
or debentures shall be indicated in the register. 


Tax Free Payments 


Section 128 (1) prohibits a company from 
paying to a director, remuneration free of 
income tax, or calculated by reference to or 
varying with the amount of his income tax. 
This is not operative against any contract in 
force before the commencement of this Act. 
The company’s articles cannot override this 
provision. 

Compensation for Loss of Office 


Section 129 (1) makes it unlawful for a 
company to pay to a director any compensation 
for loss of office or retirement from office 
unless particulars of the proposed payment and 
the amount of it have been disclosed to the 
members of the company, and the proposal 
has been approved by the company in general 
meeting. If any such payment is made unlaw- 
fully the director concerned shall be deemed 
to have received the amount in trust for the 
company. 

Assignment of Office 


A director cannot assign his office as such 
to another person without the sanction of a 
special resolution of the company. This does 
not relate to the appointment of an alternate 
or substitute director to act for a director dur- 
ing a period of absence or inability. 


Disclosure of Emoluments 


Although the ninth schedule contains a re- 
quirement. for the disclosure of directors’ 
emoluments in published accounts, this refers 
only to directors who are not in full-time 
employment in the company or a subsidiary 
company. 

If ten per centum of the total number of 
the members of the company or holders in 
the aggregate of not less than ten per centum 
in nominal value of the company’s issued 
capital serve notice on the company, requiring 
the emoluments of the directors to be disclosed, 
the company shall— 

(i) prepare or cause to be prepared an aud- 
ited statement showing the total emolu- 
ments paid to each of the directors of the 
company and to each director of a sub- 
sidiary company; 

(ii) lay the statement before the company 
in general meeting; 

(iii) forward a copy of the statement to all 
persons entitled to receive notice of gen- 
eral meetings of the company. 

Secretary 


Every company shall have one or more sec- 
retaries each of whom shall be a natural per- 
son and one of whom shall be a person who 
ordinarily resides in the State. If a company, 
being a proprietary company, has only one 
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director, he cannot also be secretary of that 
company. There is otherwise nothing to pre- 
vent a secretary also being a director. 

If a secretary is not acting at the time or 
is incapable of acting, anything required to be 
done by the secretary may be done by a 
deputy or acting secretary. But if the matter 
is required to be done by secretary and direc- 
tor the same person shall not act in the dual 
capacity. 


THE REGISTER OF DIRECTORS 


A register of directors, managers and secre- 
taries must be kept at the registered office of 
the company and the register must contain— 


(i) the consent of each director to act; 

(ii) the christian name, surname, any for- 
mer christian or surnames, residential 
address and business occupations, if 
any; 
if a corporation is a director—the cor- 
porate name and registered office or 
principal office; 
particulars of any other directorship of 
public companies or companies which are 
subsidiaries of public companies held by 
the director. These other directorships 
need not be recorded in respect of any 
company which is deemed to be related 
to that company. 

Where subsidiaries of the one holding com- 
pany are involved all that is required is to 
disclose that the person is a director in one 
or more subsidiaries in the “Group”. In the 
case of managers and secretaries the details 
required in the register are full name, address 
and occupation. 

These details must be placed on record with 
the Registrar in the prescribed form within 
one month of the incorporation of the com- 
pany. Any changes in these particulars must 
also be filed with the Registrar within one 
month of the change. The date of the change 
must be shown. 


MEETINGS AND PROCEEDINGS 


Sections 135 to 149 of the Bill deal with the 
various kinds of meetings which a company 
may or must hold, how they may be called, 
voting procedures, the use of proxies, quorum 
and the nature of resolutions which may be 
passed. 

Such matters as the “statutory meeting” to 
be held by a public company not less than one 
month nor more than three months after the 
date on which the company is entitled to com- 
mence business, the contents of the “statutory 
report”, the annual general meeting of the com- 
pany, extraordinary general meeting; demand- 
ing a poll, the number constituting a quorum, 
the appointment of a representative to act On 
behalf of a corporation shareholder; the use 
of proxies; the power of the court to order 
meetings; special resolutions; filing of Copy 
resolutions, and the keeping of minute books, 
are dealt with in those sections which consti- 
tute Division 3 of the Bill. 
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There does not appear to be any new ground 
broken in these sections, and therefore it is 
not proposed to cover them in any detail. 

The following points are worth noting: 

(1) The holding of the statutory meeting and 
the filing of the statutory report con- 
cerns public and no-liability companies, 
not proprietary companies; 

Certain matters in the statutory report 
are subject to audit before the report is 
issued. 

A copy of the statutory report must be 
lodged with the Registrar at least seven 
days before the date of the statutory 
meeting. 

The annual general meeting must be held 
once in each calendar year and at inter- 
vals of not more than fifteen months. 
Members holding one-tenth of the paid 
up capital of the company or one-tenth 
of the voting rights can requisition for 
an extraordinary general meeting. 

The quorum in the case of a proprietary 
company is two and for other companies 
three members personally present. 

(7) A certificate under the seal of a corpora- 
tion shall be prima facie evidence of the 
appointment of or revocation of the 
appointment of a person to act for that 
corporation. 


Proxies are not entitled to vote except 
on a poll unless the articles of associa- 
tion provide otherwise. 
The court has power to act to call a 
meeting where other means are imprac- 
ticable. 
A specified number of members may 
requisition in writing for notice to be 
given to members of a motion proposed 
to be put at the next general meeting. 
Two kinds of resolutions are provided 
for—ordinary and special, the latter 
requiring 21 days’ notice of intention 
to move the motion. 
Copy of all special resolutions must be 
filed with the eee within one month 
of passing them 
Every company is bound to keep proper 
minutes of proceedings at all meetings 
of members. Members have the right to 
inspect the minute book without charge. 
(14) Minute books may be on the loose-leaf 
principle. 
REGISTER OF MEMBERS 


Every company must keep a register of 
members. It must contain— 


(i) the names and addresses of the members, 
the number of shares held by each, the 
serial numbers of shares or alternatively 
the certificate number, and the amount 

__ agreed as paid on the shares; 

(ii) the date on which the name of each 
person was entered on the register as 
a member; 
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(iii) the date on which any person who ceased 
to be a member during the past seven 
years so ceased to be a member; 

(iv) in the case of a company having a share 
capital the date of allotment of shares 
to members and the number of shares 
comprised in each allotment. 

If shares have been converted into stock 
the register would be altered to show the 
particulars of the stock held by each member. 
Registers containing over 50 members recorded 
must be suitably indexed. 

The register must be kept at the registered 
office of the company or at some other place 
within the State. In the latter case notice of 
the location of the register must be filed with 
the Registrar within seven days of that location 
being established. The register may be closed 
in the aggregate for not more than 30 days 
in any year. 

Notice of a trust in respect of any shares 
may be entered in the register of members 
by mutual consent of the trustee and the 
corporation, but such a notice shall not affect 
any liabilities in connection with the shares 
nor shall the corporation be affected by the 
notice. 

Branch Registers 

A company may cause to be kept at some 
place outside the State a branch register. The 
branch register shall be considered to be part 
of the company’s register of members. 

Notice must be filed with the Registrar of 
the situation where the branch register is kept. 
A copy of every entry in the branch register 
must be transmitted to the office where the 
principal register is kept. Shares registered on 
a branch register must be distinguished from 
those registered on the principal register. On 
discontinuing the branch register the shares 
so registered must be transferred to the prin- 
cipal register, and notice of discontinuance 
must be filed with the Re 


ANNUAL RETURNS 


The contents of the annual return of a 
company are indicated in the Eighth Schedule 
to the Bill. The return must be made up to 
the date of the annual general meeting of the 
company and be filed with the Registrar within 
one month of that date. An alternative to the 
date of the annual general meeting is a date 
not later than fourteen days after that date. 
The return must be signed by a director, sec- 
retary or manager of the company. 

The prescribed form of the annual return 
is set out in detail in Part II of the Eighth 
Schedule and no good purpose would be served 
in repeating those details. 

Briefly, full particulars of authorised and 
issued capital must be given, calls received 
and calls unpaid, forfeited shares, and parti- 
culars of total amount of the indebtedness of 
the company in respect of all charges which 
are required to be registered with the Registrar. 
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Particulars of persons who are members of 
the company at the date of the return, the 
number of shares held by each, the names to be 
arranged in alphabetical order or suitably 
indexed. The name and address of the auditor 
of the company is required. 

All companies must give a certificate con- 
cerning “Unclaimed Monies” and this must 
be signed by the secretary or a director and 
in the case of an exempt proprietary company 
by both a director and a secretary. Certain 
other certificates concerning invitation to the 
public to subscribe for any shares in or deben- 
tures of the company, and where appropriate, 
concerning excess of members above fifty 
must be given by proprietary companies. If a 
company is an exempt proprietary company it 
must furnish a certificate to that effect. 

Copy of the last audited balance sheet and 
profit and loss account must be supplied by 
all companies except exempt proprietaries. 

It is evident that the Eighth Schedule does 
not require particulars of shares transferred 
between annual return dates to be disclosed. 

It is also evident that the introduction of 
the classifications of exempt and non-exempt 
proprietary companies imposes upon the latter 
responsibilities which were not present under 
previous or present com y..ny legislation. Par- 
ticularly is this so in respect to filing audited 
accounts. Once this obligation is imposed it 
will be necessary to construct those accounts 
in the form haid down in the Ninth Schedule 
to the Bill. 

Particulars are also required of directors, 
managers and secretaries of the company in 
accord with the register of those particulars 
required to be kept by the company. 

The address of the registered office must be 
shown on the return and if the register of 
members is kept at some other place, the 
address of that other place. 


An important concession has been made to 
any public company whose members exceed 
500 in number, and which keeps its register 
of members at a place within three miles of 
the office of the Registrar, and which provides 
reasonable facilities for persons to inspect the 
register and take copies of it. In such cases 
the company is not required to include in its 
annual return a list of members. 

No-liability companies are excused from 
supplying certain of these details but certain 
other details are reauired to be suvplied by 
them, as set out in the Eighth Schedule. 


TAKE-OVERS 


It is significant of current developments in 
the business section of the economy that legis- 
lation has been introduced in the Bill to cover 
take-over procedures. 

The Tenth Schedule to the Bill is in three 
parts, the first of which is directed to the re- 
quirements with which take-over offers must 
comply. The second part is directed to require- 
ments with which the statement given by the 
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offeror corporation must comply. The third 
part deals with requirements with which the 
statement given by the offeree corporation must 
comply. 

First the offer must be dated and despatched 
to the offeree within three days of its date. 
It shall remain open for one month, subject 
only to the offer being withdrawn totally and 
every person released from any obligation in- 
curred under it. 

The approval or consent of the offeree shall 
not be conditional upon any director of the 
offeree company receiving benefits in the form 
for example, of compensation for loss of office. 

The offer must state whether it is condi- 
tional upon a specified number of acceptances, 
and whether the consideration is to be 
wholly or partly in cash. The period 
within which payment will be made 
and the method of payment must be stated. 
If the consideration is other than cash the 
period within which the offeree will receive 
the consideration. If the offer is conditional 
upon a minimum number of acceptances a 
date, as the latest date upon which the offeror 
corporation can declare the offer to have be- 
come free from that condition, must be stated. 


Offeror 


The particulars of this part of the Schedule 
are rather lengthy but include— 
(a) full particulars of the directors, 
(b) a summary of the principal activities, 
(c) particulars of marketable securities held 
by the offeror in the offeree company and 
if none held, a statement to that effect. 
(d) if the shares are to be acquired for a con- 
sideration other than wholly in cash cer- 
tain reports which would usually be re- 
quired in a prospectus issued at the same 
date must be given. 
in the above circumstances particulars of 
any alterations in the capital structure 
during the previous five years. 
particulars of any restrictions on the right 
to transfer shares to which the take-over 
offer relates. 
if the consideration is wholly or partly 
for cash, the arrangements made or to 
made to secure payment. 
whether directors of the offeree company 
are involved in any way in the offer for 
compensation. 
any significant changes in the financial 
position of the offeror corporation since 
the date of the last balance sheet. 
where shares of the offeree are to be ex- 
changed for shares of the offeror, parti- 
culars of market prices of the securities 
must be given. 


Offeree 
The main particulars in this part of the 
Schedule are— 
(a) the aftitude of the directors to the offer, 
(b) particulars of any securities held by oF 
on behalf of any director of the offeree 
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corporation in that corporation or if none 
held, a statement to that effect, 

(c) whether or not any marketable securities 
of the offeror corporation are held by or on 
behalf of any director of the offeree cor- 
poration and if so, full Particulars, 

(d) whether or not there is any agreement 
or arrangement between the two corpora- 
tions for the benefit of directors of the 
offeree corporation, 

(e) if the shares to which the scheme relates 
are not listed on a stock exchange, all 
the information which the offeree cor- 
poration may have concerning those 
shares, 
any material change in the financial posi- 
tion of the offeree corporation since the 
date of the last balance sheet laid before 
the corporation in general meeting. 


TABLE “A” 


The Fourth Schedule of the Bill contains 
a model set of articles of association. The 
provisions appear to be very similar to Table 
“A” of existing legislation. Table “B” of the 
same schedule applies to a no-liability com- 
pany. 

If a company so desires it may adopt all or 
any of the provisions of Table “A” instead of 
filing its own articles. if it files no articles at 
all it will be deemed to be operating under 
Table “A” without any need for the company 
to indicate this. 


GENERAL COMMENTS 


It is apparent that a high percentage of 
proprietary companies will come under the 
classification of “non-exempt”. They will there- 
fore be subject to several provisions of com- 
pany legislation from which they were pre- 
viously exempt. 

Although “exempt” proprietaries may con- 
tract themselves out of the requirements to 
appoint an auditor, non-exempt proprietaries 
do not have this privilege. They have the 
necessity for audit imposed upon them, and 
this presumably means an adequate audit. In 
addition these companies will need to file 
accounts with their annual returns. These 
accounts will need to be in accord with the 
Ninth Schedule. Where large numbers of 
these returns must be prepared and filed, as 
is often the case with practising public account- 
ants, the task could become quite onerous. A 
useful concession which should have been 
granted to all proprietaries is the privilege of 
filing a “Certificate in lieu of Annual Return” 
where no changes in particulars have occurred 
since the last annual return. 

The facility of public accountants, or mem- 
bers of their staff acting as secretaries of 
Proprietary companies (a most useful arrange- 
ment) will be defeated under the proposed 
legislation, where the practising accountants or 
members of their staff carry out audit respon- 
sibilities. Some of these proposals in respect 
of proprietary companies appear to be un- 
necessarily cumbersome. 
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2.— LEGAL 
By L. C. VOUMARD, LL.B., B.A. 


These notes do not purport to deal with the 
changes which the adoption of the Bill will 
entail in any given State, nor, indeed, do they 
deal with all the matters covered by the Bill. 
But they do indicate the general scheme of the 
Bill and this may provide a background against 
which an interested reader might be enabled 
to compare the Companies Act currently in 
force in his own State with what is proposed. 


Types of Company: 


Broadly, the bill brings all types of com- 
panies, including no-liability companies and 
investment companies, under the same general 
requirements as to incorporation, management 
and administration, and winding up, although 
having regard to the particular nature of no- 
liability companies and investment companies, 
special additional provisions are included in 
Sections 319-333 (mainly dealing with the 
question of calls on and forfeiture of shares in 
no-liability companies) and Sections 334-343 
(concerned with borrowing by and investments 
of investment companies). 

Provision is made for a company to be in- 
corporated as a company limited by shares, 
or limited by guarantee, or limited by shares 
and by guarantee, or unlimited (Section 14). 
The important change here concerns the divi- 
sion of companies limited by shares into three 
classes, namely public companies, proprietary 
companies and exempt proprietary companies. 

A public company is a company other than 
a proprietary company (Section 5). A pro- 
prietary company (Section 5) is defined by 
Section 15 as one which by its memorandum or 
articles restricts the right to transfer its shares, 
limits the number of its members to 50, exclu- 
sive of employee and former employee mem- 
bers of the company or its subsidiary and 
prohibits invitations to the public to subscribe 
for its shares or debentures or to deposit money 
with the company. An exempt proprietary com- 
pany, by Section 5, means “a proprietary com- 
pany no share in which is, by virtue of sub- 
Section (7) or (8) of this Section, deemed 
to be owned by a public company.” Sub- 
Section (7) provides that a share in a pro- 
prietary company shall be deemed to be owned 
by a public company if any beneficial interest 
in the share is held, directly or indirectly, by 
(a) a public company; or (b) a proprietary 
company a beneficial interest in a share in 
which is held, directly or indirectly, by (i) a 
public company; or (ii) a proprietary com- 
pany a beneficial interest in a share in which 
is held otherwise than by a natural person. 
Sub-Section (8) then enacts that with one 
exception the expression “public company” in 
the preceding provision includes a foreign com- 
pany, and sets out in what circumstances a 
person is deemed to hold a beneficial interest 
in a share. And by Section 156(5) a person 
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who holds shares in a proprietary company as 
trustee for, or otherwise on behalf of a cor- 
poration, is bound to notify the secretary of the 
proprietary company of that fact. 


The effect of these definitions would appear 
to be that if all the shares in a proprietary 
company are held legally and beneficially by 
natural persons, or by another proprietary com- 
pany all of whose shares are held legally and 
beneficially by natural persons, the first-men- 
tioned company will be an exempt proprietary 
company. As such, its annual return will not 
have to be accompanied by an audited copy of 
its balance-sheet and profit and loss account; 
in addition, such a company is, by Section 
165(10) entitled, if all its members annually 
agree, to dispense with the appointment of an 
auditor. 


The bill also uses the word “corporation” in 
many places in which the existing Companies 
Acts are content to use the word “company”. 
In Section 5 “corporation” is defined to mean 
any body corporate (other than public utilities) 
formed or incorporated either within or out- 
side the State, and to include any foreign 
company. The effect of this is that wherever 
the Bill uses the word “corporation” it brings 
all foreign companies within its ambit, whereas 
the word “company”, with its more limited 
meaning of a company formed and _ incor- 
porated under the Companies Act of the State, 
would not achieve this. 


Section 6 contains a new and lengthy defini- 
tion of holding and subsidiary company. The 
test is not so much the holding of shares by 
one company in another, but rather a question 
of control. If company A controls the com- 
position of the board of directors of company 
B, or controls more than half the voting power 
of company B, or holds more than half of 
company B’s issued equity capital, then com- 
pany B is a subsidiary of company A. Like- 
wise, if company B is a subsidiary of any cor- 
poration which is itself a subsidiary of com- 
pany A, B is again a subsidiary of A — in other 
words, sub-subsidiaries are clearly included in 
the definition of subsidiary company. 


Another expression worth noticing is “related 
corporation”. Section 6(5) provides that “where 
a corporation— (a) is the holding company 
of another corporation; (b) is a subsidiary of 
another corporation; or (c) is a subsidiary of 
the holding company of another corporation — 
that first-mentioned corporation and that other 
corporation . . . shall be deemed to be related 
to each other.” This definition is important in 
connection with several provisions, including 
those relating to the eligibility of persons to 
act as auditor of a company. 


Administration of the Act: 

The administration of the Act is to be vested 
in a Registrar of Companies who is, however, 
iven certain powers additional to those con- 
erred on him by the existing Acts. The 
Registrar, or anyone authorised by him, may, 
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for the purpose of ascertaining whether a com- 
pany is complying with the provisions of the 
legislation, inspect any books, registers or 
records which the company is required to keep 
[Section 7 (6)-(10)]. This may render more 
effective the policing of the Act. 

A Companies Auditors Board is established 
by Section 8, not only for the purpose of con- 
trolling the registration of company auditors 
and company liquidators, but also for the pur- 
pose of reporting to the Minister on any matters 
relating to the “accounts and audit” provisions 
which the Board has instigated. Presumably, 
therefore, these provisions and their effective- 
ness may be kept under fairly constant review. 


Constitution of Companies 
(Sections 14-36) 


(a) Incorporation: This is to be effected as 
hitherto, except that the Bill fixes the minimum 
number of subscribers to the memorandum of 
association at five for a public company, and 
two for a proprietary company. The usual 
prohibition against a company carrying on busi- 
ness with fewer than the statutory minimum 
of members is continued by Section 36, al- 
though if all the issued shares of a proprietary 
company are held by a public company, that 
proprietary company may lawfully continue 
to carry on business with only the one member. 
The only other significant change here is to be 
found in Section 17, which contains a prohibi- 
tion against a subsidiary company holding 
shares in its holding company. If there is such 
a cross-holding at the commencement of the 
Act, the subsidiary, although it may continue 
to be a member of its holding company, may 
not exercise any right to vote in respect of the 
shares it holds in the holding company. 

(b) Powers: The contents of the memo- 
randum are prescribed by Section 18, but no 
great change is made there. However, it is 
possible that the effect of Section 19 and the 
3rd Schedule may be to reduce the length and 
verbosity of the “objects” clause. By Section 
19, the powers of a company are to include 
power to make donations for patriotic or for 
charitable purposes, power to transact any law- 
ful business in aid of the Commonwealth in 
the prosecution of any war in which the Com- 
monwealth is engaged, and, unless the memo- 
randum or articles of association exp 
modify or exclude them, the powers set forth 
in the 3rd Schedule. These latter powers’ are 
typical of many of the “standard” powers taken 
in the majority of existing memoranda of asso- 
ciation, and it should not, therefore, be neces- 
sary for a company to reproduce them in its 
own memorandum. ‘ 

Moreover, Section 20 very largely abolishes 
the doctrine of ultra vires in relation to regis- 
tered companies, by enacting that no trans 
action entered into a a company shall be in- 
valid merely because that transaction was 
beyond the company’s powers. A claim that a 





(1) Unlike those in the 3rd Schedule of the 
current Victorian Act, they are not descri 
in the Bill as “incidental” or “ancillary. 
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transaction is ultra vires can only be set up in 
certain cases—for example, in proceedings 
against the company by members or, in the 
case of debentures secured by a floating charge, 
by the debenture holders, in order to restrain 
the commission of some ultra vires act. The 
effect of this provision seems to be that as 
regards outsiders, the doctrine of ultra vires 
is abolished, although the members can still 
compel the directors to confine the company’s 
activities to acts which are within its corporate 
powers. 

(c) Alteration of memorandum of associa- 
tion: No great departures from existing legis- 
lation are made here, except as regards altera- 
tions of the memorandum with respect to the 
objects. Here, Section 28 substantially adopts 
the present Victorian Section 23, which permits 
a company to alter its objects by passing a 
special resolution. There is no need to obtain 
the court’s consent, but dissenting members and 
debenture holders have a right to apply to the 
court to have the alteration cancelled. 

(d) Proprietary companies: One new and 
important provision concerning such companies 
is to be found in Section 27(7). This provides 
that where any subscription for shares, etc., in 
a proprietary company is arranged by or 
through any person who invites the public to 
make use of his services in arranging invest- 
ments, the company and every other person 
who is a party to the arrangement is guilty of 
an offence. This is intended further to restrict 
the ability of a proprietary company to obtain 
funds from the public. 


Shares, Debentures and Charges. 
(Part IV — Sections 37-110) 


The Bill includes certain provisions relating 
to prospectuses which will be new to some 
States. Thus, Section 38 provides that no invita- 
tion may be made to the public to lend money 
to or to deposit money with a corporation 
(other than a banking corporation and certain 
other corporations which are exempt from the 
operation of this section) unless a debenture is 
intended to be issued and is issued. Therefore, 
a prospectus will be required in the case of 
such an invitation. And it is also provided that 
if such a loan or deposit is not to be secured 
by a charge over the company’s property, the 
document to be issued must not be styled a 
debenture, but must be called an unsecured 
note or an unsecured deposit note as the case 
may be. The document will still be a debenture, 
because “debenture” (by Section 5) includes 
debenture stock, bonds, notes, and any other 
securities of a company whether constituting a 
charge on the assets of the corporation or not, 
but, in line with current stock exchange require- 
ments, it must not be called a debenture. 

Another new provision relates to the right 
of a corporation to accept or retain over- 
subscriptions in the case of debenture issues. 
Over-subscriptions may not be accepted or 
retained unless the prospectus expressly re- 
serves the right to do so, and specifies a limit 
on the amount of over-subscriptions that may 
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be accepted or retained. And where the pros- 
pectus reserves the right to retain over-subscrip- 
tions, it must not contain any statement of the 
asset-backing for the issue, other than a state- 
ment of the total assets and total liabilities of 
the corporation. But it must contain a state- 
ment as to what the total assets and total 
liabilities would be if over-subscriptions to the 
limit specified in the prospectus were accepted 
or retained (Section 41). 

Section 44 introduces a requirement, at pre- 
sent to be found only in the Victorian and 
Tasmanian Companies Acts, whereby, if a pros- 
pectus states that stock exchange listing will 
be sought, listing must be applied for and 
obtained within stated maximum periods, fail- 
ing which any allotment in pursuance of that 
prospectus is void, and the application moneys 
have to be returned to applicants. 

The present provisions relating to issues of 
shares at a discount are preserved in Section 
59, but — and this is new — it is now provided 
that existing shareholders are to have the first 
option to take up the shares issued at a dis- 
count. 

A very useful provision is to be found in 
Section 63. The side-note describes it as relat- 
ing to the “validation of shares improperly 
issued”, and it gives the court power, on appli- 
cation, to declare that any issue or allotment of 
shares which was for any reason invalid is to 
be treated as valid. It might be that some 
years would elapse before the invalidity was 
discovered, and this new provision enables the 
court to prevent the hardship which might 
otherwise result to a number of innocent 
holders or purchasers of those shares. 

Section 65 substantially reproduces the exist- 
ing provisions relating to the variation of the 
rights of holders of classes of shares, but it 
contains one new sub-section which requires 
the issue of preference shares ranking pari 
passu with existing preference shares to be 
treated as a variation of the rights attached to 
the existing preference shares unless the new 
issue was authorised by the terms of issue of 
the existing preference shares or by the articles 
in force at the time the existing preference 
shares were issued. Section 66 requires the 
rights of preference shareholders to be set out 
in either the memorandum or articles of asso- 
ciation, and prevents a company from allotting 
any preference shares, or from converting any 
issued shares into preference shares, unless this 
is first done. 

Another new provision is Section 68, relating 
to options over unissued shares. It enacts that 
an option granted by a public company — it 
does not apply to a proprietary company — 
which enables any person to take up unissued 
shares after five years have elapsed from the 
date on which the option was granted shall be 
void. This prohibition does not apply, how- 
ever, to the case where debenture holders are 
given the option to take up shares by way of 
redemption of the debentures. 

Section 74 substantially reproduces the re- 
quirements of most existing Companies Acts 


595 





relating to the appointment of trustees for 
debenture holders, but Section 75 is new, and 
makes void any provision or contract which 
indemnifies such trustees against liability for 
breach of trust where the trustee has not 
exercised the requisite degree of care and 
diligence. 

Sections 76-89 deal with “Interests other than 
Shares, Debentures, etc.”, and cover matters 
ranging from unit trusts to vending machine 
“interests”. Although they contain much that 
is new to some States, they nevertheless sub- 
stantially reproduce those provisions which 
many States have enacted as amendments to 
their Companies Acts in the last year or two. 


Directors: 

Section 114 fixes the minimum number of 
directors at three for a public company and 
one for a proprietary company, and requires 
that at least two of a pubiic company’s directors 
(at least one of a proprietary company's direc- 
tors) shall be natural persons ordinarily resid- 
ing within the Commonwealth. 

The present provisions of the Victorian and 
Tasmanian Acts requiring the appointment of 
directors of a public company to be voted on 
individually, and empowering a public company 
by ordinary resolution to remove any director 
(but without depriving him of any right he 
may have in such a case for damages for 
wrongful dismissal) are reproduced in Sec- 
tions 118 and 120. Section 121, however, is 
new. It fixes an age limit for directors of 
public companies and of subsidiaries of public 
companies. Directors of such companies must 
retire at the age of 72 years, and persons over 
that age cannot be appointed directors unless 
a substantial majority of members agree. 

Section 122 of the first draft of the Bill 
provided that a director of a company which, 
on being wound up, had paid less than ten 
shillings in the pound to its creditors, was auto- 
matically disqualified from acting as a director 
of a company or from being concerned in the 
management of a company for a period of five 
years, unless he obtained the leave of the court 
so to act or be concerned. This encountered 
a great deal of criticism, and has been with- 
drawn. In its place Section 122 of the final 
draft provides that a person convicted of certain 
offences involving fraud, or impropriety as a 
director, may not act as a director, etc., for a 
period of five years without the leave of the 
court. Thus, although a dishonest director is 
still penalised, a director of a company which, 
through no fault of his, is so insolvent as to 
be unable to pay its creditors ten shillings in 
the pound, is not. 

An endeavour is made in Section 124 to set 
out in statutory form the duties of a director. 
Based on a provision in the Victorian and Tas- 
manian Acts, this section requires that a director 
shall at all times act honestly and use reason- 
able diligence in discharging the duties of his 
office. Thus far the provision seems little more 
than declaratory. But then it provides that an 
officer (and this expression includes a director) 
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shall not make use of any information acquired 
by virtue of his position as an officer to gain 
any improper advantage for himself or to cause 
detriment to the company. Apart from raising 
the question, what is an improper advantage?, 
this provision, too, seems to effect no change 
in the law, but it does have the advantage of 
setting out in statutory form an important prin- 
ciple. It is further enacted that breach of either 
of these provisions constitutes an offence; it 
is also declared that the director or officer in 
question becomes liable to account to the com- 
pany for any profit he has made, or to com- 
pensate the company for any damage it has 
suffered, as a result of a breach of the duties 
here set out. 

Sections 125-128 are new to Australia, but 
are based on similar provisions in the U.K. 
Companies Act of 1948. Section 125 virtually 
prohibits a company, other than an exempt 
proprietary company, from making loans to its 
directors or to directors of a related company 
(although there are certain exceptions); Sec- 
tion 126 requires every company to maintain a 
register of directors’ shareholdings, etc., show- 
ing as regards each director details of shares 
or debentures which he holds in the company 
or in a related company, and provides for this 
register to be open to inspection by members 
and debenture holders during a limited period 
before and after the company’s annual general 
meeting’, and by Section 127 every director 
must give notice to the secretary of the com- 
pany of such information as is needed to en- 
able the compilation and maiatenance of this 
register. Tax-free payments to directors are 
outlawed by Section 128, although the Aus- 
tralian income-tax structure by itself would 
probably discourage this, anyway. 


Investigation of Ownership of Company: 
Apart from the provisions for the appoint- 
ment of inspectors to investigate the affairs of 
a company (outlined below) the Bill gives 
wide powers to the Minister to appoint inspec- 
tors to investigate the ownership of a company. 
One can readily imagine cases in which 
such an investigation might be desirable — for 
instance, in the case of banking or newspaper 
companies where it is suspected that the real 
ownership or control may be vested in aliens. 
By Section 177 the Minister may appoint 
inspectors “to investigate and report on the 
membership of any company and otherwise 
with respect to the company for the purpose 
of determining the true persons who are or 
have been financially interested in the success 
or failure (real or apparent) of the company 
or able to control or materially to influence 
the policy of the company.” The investigation 
may be general, or restricted to matters con- 
nected with particular shares or debentures. 
In cases where the Minister considers there 
is good reason to investigate the ownership of 





(2) One wonders whether this might not be 
more effective if the register were open to 
inspection at all times during which the 
register of members is open to inspection. 
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any shares in or debentures of a company, but 
that it is not necessary to appoint an inspector 
for that purpose, he may require persons inter- 
ested in those shares or debentures to give him 
information concerning the present or past 
interests therein (Section 178). 

If, in connection with an investigation under 
either of these two provisions the Minister feels 
that there is difficulty in ascertaining the 
“relevant facts” about any shares or deben- 
tures, which difficulty is caused by the un- 
willingness of the persons concerned to co- 
operate in the investigation, he may exercise 
certain powers. He may, in effect, veto the 
transfer of any of the shares or debentures in 
question, or he may prevent ~ exercise of 
any voting rights in respect of them, and he 
may also prevent, except in the case of a wind- 
ing up, the payment by the company of any 
sums due on those shares or debentures. 
Persons who deal with the shares or debentures 
with knowledge of these restrictions are guilty 
of an offence (Section 179). 


Oppression of Minority 
(Section 186) 


Perhaps a little oddly, this provision is 
grouped with others (which are given in de- 
tail) under the heading “Arrangements and 
Reconstructions”. It is based on provisions 
in the United Kingdom, Victorian, Tasmanian 
and Queensland Acts which permit a member, 
in cases where the affairs of the company are 
being conducted in a manner oppressive to 
some part of the members (includine himself) 
to seek an order from the court designed to 
put an end to the oppression complained of. 
The court has a wide discretion in the matter. 


This provision should become an important 
weapon in the hands of an oppressed minority 
shareholder, as he is now able to seek relief 
otherwise than by presenting a petition for the 
winding up of the company on the “just and 
equitable” ground. 


Various Types of Companies: 
(Part XI— Sections 319-361) 


This part contains provisions relating to no- 
liability companies, investment companies, and 
foreign companies. An attempt has been made 
as far as possible to assimilate these com- 
panies to the position of other companies in- 
corporated under the Bill. Thus, aside from 
the special nature of companies formed on the 
principle of no liability, and the special pro- 
cedure relating to the automatic forfeiture of 
shares for non-payment of calls, no-liability 
companies are treated, as regards their incor- 
poration, management, administration and 
liquidation, in much the same way as a public 
company limited by shares. 

Investment companies are subjected to certain 
restrictions as regards borrowing, investments, 
and underwriting, and special provision is made 
as regards the articles, prospectuses, balance 
sheets and accounts of such companies. But in 
other respects, and subject only to the parti- 
cular nature of the business of such companies, 
they are treated in the same way as other com- 
panies incorporated under the Bill. 

Likewise with foreign companies. There is 
no great change from the present position, but 
the provisions relating to a prospectus issued 
by a foreign company have been linked with 
those relating to a prospectus of a local com- 
pany. 





NEW BOOKS 


Recent additions to the Society’s Central 
Library, Melbourne. Requests for books 
should be made through Divisional lib- 
raries. 

Accountancy theory and practice, advanced. R. 
R. Milroy, R. E. Walden and L. V. Seawell. 
Cambridge, Mass., Houghton Mifflin, 1961. 
673 pp. 

An analysis of Australian investments, 1951- 
1960. Roland Walton and Company. Sydney, 
1961. 216 pp. 

Audits of building societies. Institute of Char- 
tered Accountants in England and Wales. 
London, 1960. 24 pp. 

The Australian executive's manual. T. M. 
Hunt. Sydney, Rydge’s, 1961. 395 pp. 
Company law, 7th ed. . Charlesworth. 
London, Stevens and Sons, 1960. 424 pp. 
Cost reduction and profit improvement. 
Machinery and Allied Products Institute. 

Washington, 1960. 67 pp. 
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History of public accounting in the United 
States. J. . Edwards. East Lansing, 
Michigan State University, 1960. 368 pp. 

How to take minutes, 7th ed. E. Martin. 
London, Pitman, 1960. 122 pp. 

Principles and practice of farm management 
accounting. C. R. Mallyon. Sydney, Law 
Book Co., 1961. 363 pp. 

Principles of accounting. R. Wixon and R. G. 
Cox. New York, Ronald Press, 1961. 765 
Ppp. 

Profit-planning through volume-cost analysis. 
J. Y. D. Tse. New York, Macmillan, 1960. 
240 pp. 

Retail merchandise accounting, 3rd ed. H. F. 
Bell and L. C. Moscarello. New York, 
Ronald Press, 1961. 487 pp. 

Spicer and Pegler’s Income tax and profits tax, 
24th ed. H. A. R. J. Wilson ed. London, 
H.F.L., 1961. 683 pp. 

The television business: accounting problems 
of a growth industry. W. B. Ogden. New 
York, Ronald Press, 1961. 197 pp. 
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Faculty of Commerce at University of W.A. 


HE announcement in July by the 

Senate that a Chair of Commerce 
would be established in the University of 
Western Australia from 1 August, 1961 
and that the course will commence in the 
1962 university year brought to fruition 
activities with which the accountancy pro- 
fession in Western Australia has been 
associated over many years. 


It is interesting to record that the State 
Board of the Federal Institute of Accountants 
in Western Australia initiated action as far 
back as 1928 with a view to the inauguration 
of a Diploma Course in Commerce. Repre- 
sentatives of the accountancy and secretarial 
institutes and other interested bodies were called 
together with the object of raising funds for 
the purpose. Representatives were nominated 
by the Federal and Commonwealth Institutes 
of Accountants, the Institute of Secretaries, the 
Perth and Fremantle Chambers of Commerce, 
the W.A. Chamber of Manufactures and the 
Retail Traders’ Association, and later the As- 
sociated Banks, the Insurance Institute and 
the Commercial Travellers’ Association were 
brought into the picture. A total of about 
£2,000 was collected, which although insuffi- 
cient for the purpose was handed to the 
University to accumulate interest until such 
time as a Faculty of Commerce should be 
established. 

Some years later a Diploma Course in 
Commerce was commenced by the University 
with the idea that it would be elevated to 
Faculty status over a period of years. wane 
the Second World War circumstances fo 
the University to terminate the Diploma 
Course, and although an attempt was made in 
the 1940s to have this proposal re-opened, the 
Senate found that it was not financially pos- 
sible to do so. The matter came under 
review from time to time, but it was not until 
1957 that positive action was taken. This was 
spearheaded by the Perth Chamber of Com- 
merce which appointed a small committee 
comprising the then president of the Chamber, 
Mr. R. Goyne Miller, A.A.S.A., F.C.A.A., the 
senior ig 3 EY ee. o. a om Battye, 
F.A.S.A., F.A.LM., a a a Mr. J. L. 
Paton, FASA., and Mr. E. M. Barker, 
F.ASA., (a member of the Senate of the 
University and who was a member of the 
State Board of the Federal Institute of Ac- 
countants in 1928 when the earlier attempt 
was made to achieve this object). 

Messrs. Miller and Battye had several con- 
ferences with the University authorities and in 
1959 Senate resolved thzt provided funds 
could be made available by commerce and 
industry to enable a Diploraa Course to be 
commenced in 1962 and maintained until 1964, 
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the University would then take over full re- 
sponsibility and build the course to a degree 
standing. The University emphasised that 
without such initial assistance it would have 
no funds available to establish a Commerce 
Course for ten years. 

The Perth Chamber of Commerce then in- 
vited some thirty interested organisations, in- 
cluding the Australian Society of Accountants 
and the other accountancy and secretarial 
bodies to appoint representatives to a committee 
to advance the project. It being recognised 
that generous financial support from com- 
merce and industry would be essential for suc- 
cess, an executive committee of eleven was 
appointed to conduct a “Degree Course in 
Commerce” Appeal. The Chancellor of the 
University, Sir Alex Reid, K.B., C.M.G., LS.O., 
B.A., F.A.S.A., accepted appointment as pre- 
sident of the "Appeal Committee. [Upon his 
election as Chancellor in 1956, Sir Alex ex- 
pressed publicly his sincere hope that a Faculty 
of Commerce would be created during his 
Chancellorship.] Mr. Battye was elected chair- 
man of the Appeal Committee with Mr. Miller 

vice-chairman. 

When officially opening the Appeal in Sep- 
tember, 1960, the Hon. the Premier of Western 
Australia, Mr. David Brand, M.L.A., made the 
initial contribution — £1,000 from the State 
Government. About mid-year, Sir Alex Reid, 
being aware of certain circumstances which 
had occurred within the University, called to- 
gether a small ad hoc committee to re-assess 
the situation, the Appeal organisation being 
represented by Mr. Battye. It transpired that 
because new buildings had been erected re- 
cently, accommodation was available for a 
Commerce School and, therefore, the original 
assessment of cost could be substantially re- 
duced. In view of the chan circumstances 
the Senate decided that sufficient funds having 
been made available by commerce and industry 
to cover salaries and overheads for the first 
two years, the Course should commence next 
year, and a Chair of Commerce would be 
created forthwith. 


Mr. Harold F. Lydall, formerly a senior 
lecturer in the Faculty of Economics in the 
University of Western Australia, was appointed 
the first Professor of Commerce. 


At this point of time, and as a result of the 
recent Appeal, approximately £28,000 has been 
contributed or promised which, less expenses 
in the vicinity of £1,800, has been handed to 
the University. To this has been added over 
£3,000 previously collected (which sum has 
accumulated at interest to something over 
£4,000). The University, therefore, has in 
hand funds in the vicinity of £30,000 subscribed 
by commerce and industry for this project. 
The Appeal Committee is continuing its ac- 
tivities and donations are still being received. 
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MANILLA POCKET SHAPE ENVELOPES 
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copystat? 
ricopy? 
mirdi? 
ricohfax? 
tri-combi ? 


When you have a copying machine. These days every 

office should have one (ask any user). The question is which 
one and where to get it. This is where we come in — we 
know about every copying process on the Australian 

market today. 


For example, the RICOPY. This copies at the amazingly 
low cost of 1%d. (qto), 2d. (fscap) and 4%d. (brief). 
Quantity copying is easy and fast on the RICOPY. 


On the other hand, the well-known COPYSTAT range — 
one of the first all-Australian machines — is still the most 
versatile. The slogan “COPYSTAT copies everything” means 
everything! 


A word here about the world-exclusive COPYSTAT TRI- 
COMBI. This 3-in-1 machine has everlasting lamps and 


makes photocopies, low cost copies and long-run 
JUST RELEASED offset printing plates. 


Another range of all-Australian machines is the MIRDI 


2. All-electric MIRD!I 159 copies every (aptly named after the aboriginal word for speed). Five 
detail. Brief size (f/sceap from £88). MIRDI models are priced from £88 to suit the smallest office 


1. New RICOPY 333, lower priced 
model for lowest cost copying. 


‘ ehapan 46m a ae fee oe OS Cee 


We are specialists. if your interest is copying, consult 
us first. If we cannot satisfy your need (from seventeen 
machines) we will advise you best how and where 
to solve your copying problem. 


L.W.BAGLEY P™L”™ 


245 Pacific Highway, North Sydney. 

2 Racecourse Road, North Melbourne. 

98 Ivory Street, Brisbane. 

Leal Ltd., 185 Flinders St., Adelaide. 

S. B. Hopwood, 107 George St., Launceston. 
Office Appliances, 168 George's Tce., Perth. 
Johnson & Hey, 58 Hunter St., Newcastle. 
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Financing From Internal Sources 


E financial requirements of business 
enterprises may be satisfied from two 
main sources, external and internal. The 
external sources include contributions in 
the form of share capital — ordinary, 
preference, redeemable or otherwise, and 
various kinds of borrowing such as deben- 
tures — short, medium or long term — 
registered unsecured notes, bank over- 
draft, deposits and creditors’ money. The 
internal sources include depreciation pro- 
visions and retained profits — whether in 
the form of profit and loss account 
balances, general or specific reserves. 


It is these latter sources with which 
we are now concerned. If this considera- 
tion of financing is to be objective, the 
approach must follow two different lines 
each appropriate in its own way to the 
kind of enterprise to which the considera- 
tion is directed. The matter may have 
entirely different implications for the 
public company than for the proprietary 
company. The financing programme of 
the public company permits greater flexi- 
bility than that of the proprietary. This 
flexibility is created by the availability 
of the money market, with its variety of 
investment securities, as a source of 
capital supply for this class of enterprise, 
so that if the circumstances so dictate, 
the public company can move outside 
its internal resources for the procurement 
of funds. The proprietary company on 
the other hand has no approach to the 
money market and to a large extent must 
rely on internal sources of funds to meet 
its requirements. 


The generation of internal resources 
will also follow a somewhat different 
pattern and be subject to different policy 
decisions in the one kind of enterprise 
as against the other. The matter will be 
considered firstly in the public company 
environment. 
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By V. L. GOLE, F.AS.A., A.C.A.A. 


THE POST-WAR TREND 


During the post-war years and parti- 
cularly during the past decade there has 
been a definite trend to financing an in- 
creasing proportion of industrial and 
commercial expansion from internal re- 
sources. 


Some indication of the magnitude of 
this development can be obtained by a 
review released in 1953 by the National 
City Bank of New York in its Monthly 
Economic Letter. In this it was shown 
that during the eight post-war years, 
1946-1953 inclusive, 64% of the total 
industrial expansion in the United States 
had been financed from internal re- 
sources of the large number of enter- 
prises covered in the survey. Of the 
remaining 36% about one half had been 
financed by the infusion of fresh perman- 
ent capital in the form of stocks and 
shares, and one half by debt capital such 
as bonds, debentures and borrowings. 


Although it is difficult to obtain similar 
information in Australia, on such a com- 
prehensive scale, a similar trend would 
undoubtedly be revealed here. It would 
probably be correct to say that at least 
30% of the expansion programmes in 
the Australian economy, as far as the 
business sector is concerned, has been 
financed from internal sources rather than 
by raising additional funds from the 
money market. This may seem difficult 
to believe when considered in conjunc- 
tion with the huge capital raising pro- 
grammes which have characterised the 
operation of the Australian stock ex- 
changes almost continuously through the 
post-war years. 


Some verification of the estimate of 
30% can be obtained from a study of 
certain research projects into company 
financing. Prominent among these is the 
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research of Dr. A. R. Hall of the Aus- 
tralian National University, Canberra, 
whose findings were published in 1956. 
These findings fall into two distinct classi- 
fications. One includes all listed trading 
and manufacturing companies in 1946 
which could be examined right through 
to 1953-54, while the other includes a 
selected list of 100 of the largest public 
companies in Australia. 


In the period 1946-51 for the full 
range of companies examined the retained 
profits, reserves and depreciation provi- 
sions, accounted for 31.8% of the total 
funds in use; and for the manufacturing 
companies the percentage was 32.4. For 
the “100 companies” group the percent- 
age of internal funds had moved from 
29.1 in the 1951-52 year to 51% in 
1953-54 and to 65.2 in 1955-56. 


In an American survey covering much 
the same periods and directed to 200 of 
the largest U.S. manufacturing com- 
panies the internal funds (retained profits, 
reserves, and depreciation provisions) had 
moved from 64% in the 1946-51 period 
to 74.5% in 1953 and dropped back 
slightly to 71.5% in 1954. 


These figures do not necessarily prove 
the point in regard to industrial and com- 
mercial expansion, but they do point 
clearly to the increasing use of internal 
resources in the financing programme of 
these enterprises. They indicate also the 
availability of funds from internal re- 
sources to cover the programme of 
expansion and development, involving 
heavy capital expenditures and additional 
working capital, which again are typical 
characteristics of the experience of so 
many Australian enterprises during the 
past decade. 


Another survey conducted by the Insti- 
tute of Public Affairs (Victoria) and 
covering listed companies in Australia 
showed that reserves totalled the follow- 
ing percentages of net profits: 


1947-48 36% 
1948-49 38% 
1949-50 35% 
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This means that the policy of putting 
away a proportion of net profits in the 
form of reserves was being followed 
consistently during these years. The 
source of funds was thus being provided 
from which to finance future develop- 
ment, and it is not stretching the proba- 
bility too far to suggest that 30% of 
expansion and development could have 
been met from these internal resources. 
It is also apparent that the percentage 
has shown a tendency to rise during the 
1950’s as companies have had the oppor- 
tunity to build up internal funds during 
good profit earning years. 


WHY ADDITIONAL FUNDS ARE 
NEEDED 


It now becomes necessavy to consider 
the various reasons why additional funds 
are needed from time to time to enable 
the enterprise to carry out its objectives 
and, more particularly, why some reason- 
able portion of these funds should come 
from internal sources. The reasons in- 
clude: 


An expanding market may encourage 
the enterprise to enlarge its produc- 
tion and distribution facilities. 

The enterprise may decide to add new 
lines to its range of products. 
The decision may be to extend the 
locations over which the range of 

products is to be sold. 

The policy may be a combination 
involving both new lines and addi- 
tional locations. 

Longer term capital expenditure 
projects involving land, buildings, 
machinery, equipment, transport 
facilities and personnel may be put 
into operation. 


These are typical of the situations experi- 
enced by developing enterprises. Each 
such situation will probably require addi- 
tional funds. For example, reaching out 
for a greater potential volume in an 
expanding market will probably require 
additional non-current assets in the form 
of machinery, equipment and transport 
facilities. In addition it is practically 
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for further information 
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J. J. MILLER’S 
CONTINUOUS 
STATIONERY 


allows complete use of carbon, thus eliminating all 
waste 


ensures clean, legible copies at all times 
many thousands of typed forms can be produced from 
the one roll of carbon 


@ CAN BE FITTED TO A WIDE RANGE OF TYPEWRITERS, 
QUICKLY AND ECONOMICALLY 


J. J. MILLER PRINTING COMPANY PTY. LTD. 
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RECORDAK Case History 


How Recordak saves a Pharmacy 
£1,000 year. 





Every Pharmacy is required to maintain a 
Prescription Register — a time-consuming 
task requiring the rewriting of every prescrip- 
tion by hand. 

To overcome this problem Mr. W. F. Pinerua 
of Balmain, Sydney, installed a Recordak 
Portable Microfilmer to do the job photograph- 
ically, quickly, accurately and permanently. 
At the same time he saves not only £1,000 in 
time and labour, but saves 98% in filing space. 
The illustration shows Mr. Pinerua operating 
the Recordak Portable in his dispensary where 
it is readily available to photograph every 
prescription being dispensed. 

Recordak Microfilming can effect this same 
saving in your business. If you have documents 
of any type which have to be copied, recorded 
or filed then investigate Recordak for positive 
savings in money, time and filing space. 
The Recordak Portable copies documents up 
to 12” wide and of any length. 2,500 letters 
or 6,000 cheque-size documents can be recorded 
on one roll of 16mm. Recordak Film. 46 letters 
or 96 cheques can be copied in one minute. 


ase 


It is completely portable — weighs only 24 lb. 
and can be easily taken from department to 
department. The Portable also features 
removable film units so that separate depart- 
ments can keep their own records even though 
microfilming is intermittent. 


For further information contact the Business Photo Systems Division of 


Kodak (Australasia) Pty. Ltd. 
Branches in all States. 


KM8437 
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certain that additional working capital 
will be needed. 


Again, adding new lines to a range may 
involve new equipment and more working 
capital. Similarly with new locations. If 
the two are combined — new lines and 
locations — the problem is_ enlarged 
especially in respect of working capital 
needs. 

The longer term capital expenditure 
projects usually require large volumes of 
funds spread over several years and two 
separate problems are involved. One is 
the total volume of funds required to 
carry out the complete project and the 
other relates to the volume of funds 
required over, say, the ensuing year. 
There are both short and long term pro- 
blems inherent in this situation, and 
capable financial management will have 
regard to each in planning the financial 
needs. 


CRITERIA OF MERIT IN CAPITAL 
EXPENDITURE PROJECTS 


Some digression is made here to 
examine briefly the criteria for measur- 
ing the relative merit of capital expendi- 
ture projects, which generally absorb 
large sums and make a strong impact on 
the financial resources of the enterprise. 
It is necessary therefore to consider them 
in the light of the extent to which they 
are fully justified over a long enough 
period to make a fair and reasonable 
return to the enterprise in the form of 
cost savings or increased earnings. These 
considerations incur a good deal of con- 
jecture and estimate but certain criteria 
of measurement can be used effectively 
to aid the decision. The incidence of 
obsolescence may be the greatest barrier 
to accuracy in these predictions. These 
criteria may also be relevant to the deci- 
sion to finance the project from internal 
or from external sources; or by a com- 
bination of both. The criteria include: 

The pay-back period. 

The rate of return on the investment. 

The discounted cash flow. 

Emergency situations. 

Psychological factors. 
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It is not intended to pursue at any length 
the nature of these measuring devices 
except to point out the situations in which 
they may best be applied. 


The pay-back criterion places strong 
emphasis on the period over which the 
funds used in the project can be repaid 
to the enterprise in the form of cash 
savings or increased earnings. It is parti- 
cularly appropriate where liquidity pro- 
blems are current in the enterprise and 
where consequently it is important to 
restore funds as quickly as possible to 
the working capital pool. It also places 
some emphasis upon the possibility of 
early obsolescence and therefore looks to 
restore the funds as soon as possible. 
This criterion also has regard to the 
possibility of product changes in an 
intensely competitive situation so that 
short term savings or gains may be lost 
when competitors catch up. The rate of 
return on investment (whether average 
or original investment) looks to a longer 
period and measures the return over the 
whole effective life of the project. Depre- 
ciation is therefore a major consideration 
in this case. 


The discounted cash flow approach 
is gaining increasing acceptance as a 
measuring device by which to judge 
capital expenditure projects. It is claimed 
by its advocates to be the most accurate 
measure especially in those cases where 
the earnings from the project are likely 
to vary over its life. 


Emergency situations do not as a rule 
lend themselves to the use of measuring 


devices. They are a “must” and con- 
sequently the alternatives are often non- 
existent. Psychological factors are also 
difficult to measure in any quantitative 
or objective terms, but they may be very 
important in certain situations. Suffice 
to say that projects incurring heavy out- 
lays of funds should only be entered upon 
after mature consideration of all the 
implications of cost, time, future pros- 
pects, additional costs generated by the 
project and additional working capital 
requirements. These considerations of 
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capital expenditure projects in turn 
involve at least three financial questions: 
(i) How much money will be needed for 
caital expenditure in the coming period; 
(ii) how much money will be available; 
and (iii) how should the available money 
be doled out to candidate projects. These 
questions have a particular significance 
when the policy is slanted strongly 
towards financing from internal funds. 


WORKING CAPITAL IN RELATION 
TO EXPANSION 


Because of the large volume of funds 
so often required to finance programmes 
of expansion and development, there is 
sometimes a tendency to overlook or 
underestimate the additional working 


capital needs which are generated by the 
project. If these needs are not adequately 
covered in the finance plan the effective- 
ness of the whole programme will be 
seriously hampered and possibly ruined. 


Brief reference has already been made 
to these working capital needs. They will 
now be identified more clearly by a few 
examples. 


New Products 


The development of new products 
generally requires new machinery and 
equipment, possibly enlarged factory 
buildings and sometimes additional trans- 
port facilities. These are capital expendi- 
ture problems and would be planned 
accordingly. The working capital impli- 
cations are more subtle. 


Suppose the activity cycle within the 
enterprise is fairly long — that is to say, 
the time span between acquiring raw 
materials and producing the finished pro- 
duct in a saleable condition is long in 
the sense of the number of processes and 
sub-assembly and assembly functions 
required. The natural consequence is 
that additional raw material stocks will 
need to be carried, work in progress will 
be relatively heavy, and a whole range 
of new costs must be carried within the 
enterprise before the product can be sold 
and cash restored to the working capital 
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pool. Assuming that the operations are 
efficient, the additional working capital 
needs are apparent. But if the natural 
cycle of activity is retarded at any point 
so that the time span for conversion into 
cash is lengthened, there is imposed an 
additional load on working capital. 


Additional Lines 

In a retail situation it may be decided 
to widen the range of merchandise to 
cover a more extensive market. 


Here there is no production problem 
and certainly a shorter activity cycle for 
restoring cash to the working capital pool. 
But additional working capital needs are 
again evident. Under these circumstances 
there will surely be an additional volume 
of base stock to be carried. If the enter- 
prise trades on credit there will be in- 
creased investment in debtors’ accounts 
no matter how fast stock turns over or 
how efficient the collection process. If 
there happens to be an element of in- 
efficiency at any stage, resulting in slow 
moving stocks or tardy flow of debtors’ 
receipts, there is an added strain placed 
upon working capital resources. 


Additional Lines and Locations 


Where there is a combination of addi- 
tional lines and locations, whether in 
manufacturing or retailing, there is a 
double impact on working capital. In- 
creases in base stocks and investment in 
debtors are accompanied by increased 
fixed costs which have to be carried as 
a constant use of working capital re- 
sources. This combination can be formid- 
able and reference may again be made 
to the fact, that although the capital 
expenditure aspects may be capably 
budgeted, the working capital require- 
ments may not be measured in their full 
influence and a strain is imposed on 
financial resources as soon as the project 
gets under way. 


CONTROL OF FINANCE 


Closely related in the financial environ- 
ment of the enterprise are the cash 
budget, the capital budget and the over- 
all financial budget. The techniques of 
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financial budgeting in all its various 
aspects will not be developed here, but 
it is important to point out that if the 
cash resources of the enterprise are not 
adequately controlled there are two pos- 
sible consequences: (i) the enterprise 
may seek and acquire funds which are 
not effectively used and therefore involve 
dividend or interest obligations without 
yielding a fair return on funds to the 
enterprise, and (ii) cash resources may 
be dissipated and therefore an unneces- 
sary strain is imposed on these resources. 
This can lead to financial embarrassment 
and a frustration of enterprise objectives. 


The financial budget is the co-ordinator 
of all the other budgets within the enter- 
prise. If prepared intelligently it will 
serve to indicate whether or not the 
existing financial resources are sufficient 
to cover the programme ahead. If they 
are not sufficient the alternative decisions 
are to trim the programme so that it will 
fit into the financial framework provided 
by the enterprise, or to seek additional 
external funds. 


The latter decision involves the further 
consideration whether the additional 
funds can be used to yield a rate of 
return on the investment which is 
adequate in relation to the policy and 
general experience of the enterprise. 


The financial budget will indicate also 
the particular kind of funds most appro- 
priate for the various parts of the pro- 
jected programme and when those funds 
will be required. This matter of financial 
budgeting is closely related also to the 
whole problem of internal financing and 
is in fact the keynote in the decision 
whether to attempt to finance the pro- 
gramme from internal resources or from 
external sources or alternatively, how 
much from each source. 


FINANCIAL POLICY 


Every enterprise must have some kind 
of financial policy, whether this is con- 
sciously planned, directed and controlled, 
or whether it is more in the nature of a 
fortuitous imposition from time to time 
as circumstances dictate. The latter situa- 
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tion is likely to be disastrous. Financial 
policy has three broad aspects each a 
problem in itself but closely related one 
to the others, i.e. (i) taxation; (ii) divi- 
dend policy; and (iii) reserve policy. 
Depreciation policy could be added but 
this is exercised before arriving at the 
net profit figure out of which the other 
three matters are derived, and is a highly 
specialised subject in itself. 


Taxation 


This is something over which the enter- 
prise has practically no control, except 
that it may so conduct its affairs that it 
pays the least amount of tax legitimate 
under the prevailing laws. 

It is evident that the taxation policy 
of the national economy at any time and 
over any period of time will have a 
marked bearing on the amount which the 
enterprise may retain out of its earnings. 
In this respect the public company and 
the proprietary company are in quite 
different positions, firstly because of the 
variation in the rates of primary tax 
applicable to each and, secondly, be- 
cause of the incidence of the retention 
allowance and undistributed profits tax 
upon the proprietary company. Taxation 
is an appropriation out of available profits 
and must be satisfied before determining 
dividend and reserve policies. In a period 
of high taxation the amount which 
remains available for dividends and re- 
serves is restricted. It could be said 
therefore that in such a period there is 
a severe limitation placed upon financing 
from internal sources and an increasing 
need to call on the money market for 
financial requirements. 

On the other hand high taxation is 
usually concurrent with a period of high 
profits so that the argument could be 
advanced that the high level of profits 
opens up a stronger possibility for financ- 
ing from internal resources. This implies 
that dividend policy is reasonably con- 
servative. 


Dividend Policy 
In a public company dividend policy 
is important for two main reasons — it 
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determines what will be left to plough 
back in the form of retained earnings or 
reserves, and it affects the market prestige 
of the securities of the enterprise and may 
well have a bearing on any future 
approach to the money market. Man- 
agement will have regard for both of 
these considerations. In times of high 
taxation and reduced profits market 
prestige may be maintained at the expense 
of free reserves. 


In the survey by the National City 
Bank of New York referred to earlier it 
was pointed out that in the pre-war era 
83% of earnings after tax were being 
paid out in dividends. In the post-war 
era this had shrunk to 49% thus provid- 
ing a great deal more margin for plough- 
ing back. Dividend policy involves some- 
thing more than determining the rate or 
amount of dividend to be paid. It also 
involves the question of when it will be 
paid and how frequently. 


Here again market prestige and share- 
holder goodwill are important. For this 
reason it is not unusual — in fact it is 
general for companies to pay dividends at 


least twice each year on all classes of 
shares. This uses up funds progressively 
during the year as compared with the 
policy of paying dividends only once each 
year. 


Professor R. S. Chambers records in 
his book Financial Management that in 
examining the reports of nearly four 
hundred Australian companies it was 
found that the frequency with which 
dividends were paid was of the following 
order: 

22% once yearly. 

59% ... .. twice yearly. 

6% .... three times yearly. 

12% . 5 . ... four times yearly. 

1% more than four times yearly. 


The once-a-year policy will provide 
the best use of the funds of the enterprise 
but may not be best for market prestige. 
Perhaps twice a year balances out these 
two factors to the best advantage. Prob- 
ably in a young enterprise which has had 
only a short profit history, dividend 
policy will need to be conservative until 


604 


some reserve strength has been attained. 
On the other hand there is some danger 
in an older well-established enterprise 
exercising an excessively conservative 
dividend policy. For example, continuing 
to build up reserves after the enterprise 
has reached its optimum size relatively 
to the industry may lead to speculative 
ventures in other avenues not particularly 
suited to the nature of the enterprise con- 
cerned. 


Reserve Policy 


Dividend policy and reserve policy are 
closely linked and consequently, in deal- 
ing with the former, the latter is to a 
large extent automatically covered. It is, 
of course, a mistake to consider that if 
reserves are created cash is readily avail- 
able to meet the needs at all times. Parti- 
cularly is this a fallacy in regard to financ- 
ing replacements or additional fixed 
assets. The same observations apply to 
depreciation policy. Depreciation provi- 
sions even if quite liberal do not guarantee 
availability of cash. 


A strong reserve policy does have the 
affect of restraining the outflow of cash 
from the resources of the enterprise and 
so has a primary influence on the avail- 
ability of cash. On the other hand, this 
policy may be defeated in its objects 
through a lack of financial control caus- 
ing too much cash to be tied up in excess 
stock and debtors, or unwise expansion 
in fixed assets which are not paying their 
way. It is not unusual to find in public 
companies that retained earnings and 
reserves amount to more than the paid up 
capital. 


General Observations 


No rule-of-thumb formula is likely to 
be satisfactory in regard to the percentage 
of profits to be devoted to taxation, 
dividends and reserves. The formula will 
vary between one enterprise and another, 
and even if established on experience and 
usage, it may need to be modified at times 
in changing circumstances. The formula 
will vary between well-established, steady 
enterprises, and those which are newer 
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The Burroughs Protectograph Cheque 
Signer is the fast, safe and economical 
means of eliminating those tedious hours 
of Cheque Signing encountered by 
executives in most businesses to-day. 
Safer by far than any manual signature, 
the multicoloured impressions produced 
by these modern machines present such 
scientific obstacles to forgers that they 
are virtually counterfeit-proof. In 
addition broad coverage insurance pro- 
tects against possible loss should a 
forgery be attempted. 

Two keys, non-resettable counter and 
other protective features ensure maxi- 
mum security. 








Cheque Protection Too! 


Since 1899 the famous Protectograph 
Checkwriters have been guarding the 
Bank Accounts of the world. Burroughs 
to-day offers a full range of speedy but 
simple-to-use Protectograph machines— 
the ultimate in protection. 

Amounts entered on the adding machine 
short-cut keyboard are shredded right 
into the cheque paper with indelible ink 
—absolutely tamper-proof. 
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of Cheque Signing and Writing 
machines, Automatic models combining 
both cheque writing and signing are 
available. High-speed, fully automatic 
Cheque Signers capable of processing up 
to 5000 cheques per hour are designed 
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and passing through the stage of early 
growth. If a formula had to be expressed 
it would be something like this — 
Taxation— 
40% of net profit after depreciation. 
Dividends— 
25% of net profit after depreciation. 


Reserves— 
35% of net profit after depreciation. 


Surveys made in recent years in Austra- 
lian companies show approximately these 
results. 


THE PROPRIETARY COMPANY’S 
PROBLEMS 


The proprietary company has no access 
to the money market as such and is there- 
fore obliged to finance its growth and 
expansion almost entirely from internal 
resources especially in the early stages. 
As already mentioned the incidence of 
taxation is entirely different in the pro- 
prietary company to the public company. 
The undistributed profits tax tends to 
whittle away a considerable proportion of 
any reserves that such a company attempts 
to establish over and above the statutory 
retention allowance although this cer- 
tainly has been liberalised in recent years. 


No longer can this class of company 
rely on bank accommodation to finance 
its expansion and development and there- 
fore it faces a rather potent problem of 
finding adequate growth capital. This 
forces upon the proprietary company a 
strong policy of ploughing back to pre- 
serve its internal resources and to build 
them up as well as possible. 


Primary rates of tax are somewhat less 
severe than those for the public company 
but dividend policy is not by any means 
so much within the control of directors 
as in the public company. The incidence 
of undistributed profits tax forces the com- 
pany to destribute everything above the 
statutory retention allowance or else pay 
10/- in the £ on the undistributed amount. 


But the proprietary company has one 
very real advantage in this matter. Usually 
its shareholders are agreeable to have 
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their dividends credited to their personal 
accounts in the books of the company, 
to be drawn against as required, rather 
than paid to them in full shortly after the 
dividend has been declared. In this way 
a “sufficient distribution” is satisfied with- 
out the company losing control of the 
funds. Financial and cash budgeting in 
this situation is not so much a matter of 
reflecting dividend policy as it is of gaug- 
ing personal needs from the resources of 
the company. This facility is a strong 
factor in enabling the proprietary to 
finance its own growth and development. 


CONCLUSION 


Undoubtedly the trend is towards 
financing a greater proportion of growth 
and development from internal resources, 
rather than from external sources. This 
is reflected in relatively conservative 
dividend policies so that a higher per- 
centage of earnings may be retained in 
the enterprise. Evidence of this is readily 
available from an examination of the 
structure of shareholders’ funds in many 
different enterprises. Such a policy un- 
doubtedly tends to lessen the cost of 
raising capital. Even if it were possible 
it would still be unwise to attempt to 
finance all the enterprise needs from 
internal resources. There are two reasons 
for this. Firstly complete absence from 
the capital market would tend to lessen 
the popularity and acceptance of the 
company’s securities; secondly it may be 
possible to finance major needs in expan- 
sion and development from internal re- 
sources but, in doing so, an undue strain 
may be placed on these resources so that 
additional working capital needs must be 
obtained from external sources. This 
again may happen in circumstances un- 
favourable to the enterprise and may 
jeopardise its whole programme. 


Financial management must concern 
itself with building a_ well-balanced 
capital structure, controlling the financial 
resources of the enterprise and appro- 
priating its financial results with a view 
to the future objectives. 
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Prospects of Business Revival 


By K. A. BLAKEY, D.Phil.(Oxon.), 
Reader in Economics, University of Melbourne. 


F full use is made of the lessons of 
recent experience, then the 1961-62 
Budget may come to be recognised — in 
a few years’ time — as beginning a new 
era in Australia’s economic development. 
On the other hand if the authorities cling 
to their old habits and fail to give a clear 
lead to business and trade union thinking, 
one can expect past difficulties to recur. 


On his last public appearance in Sydney 
before the Budget (when he made his 
celebrated reference to the feeling in his 
bones) Mr. Menzies said that “by this 
time next year many of us will be wonder- 
ing what the argument was all about.” 


It was plain then that there would be 
nothing adventurous about the Budget: 
everything was under control, and the 
Prime Minister, at any rate, was sure that 
policy measures already in operation 
would cope with the opportunities and 
dangers ahead. It was true that unemploy- 
ment was high by Australian standards, 
and might still be increasing; stocks of 
imported and locally produced goods were 
too large; and many firms, with sales and 
production well below target levels, were 
in trouble over collecting debts due and 
paying those owing. Though he was not 
so explicit on these points, Mr. Menzies 
left no doubt then (and, since the Budget, 
he and Mr. Holt have confirmed it) that 
these conditions gave the Government no 
cause for disquiet or for drastic action to 
bring about a business revival. 


Since the Budget, at least three conflict- 
ing interpretations have been put on such 
statements of Government intentions and 
anticipations. (1) The Government is 
muddling along and hoping for the best. 
(2) To stop inflation, encourage exports, 
and preserve balance in overseas accounts, 
the authorities want to keep a pool of 
some 100,000 unemployed and put teeth 
into competition among firms by maintain- 
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ing a buyer’s market. (3) Government 
circles are confident that, with an improve- 
ment in firms’ inventory position and 
better prospects in overseas markets, a 
revival of business prospects is already 
on the way: and existing policy measures 
will help it along while preventing its 
getting out of hand. 


What follows is an attempt to show 
how lessons of experience may be applied, 
and how the effect may be reinforced by 
results of recent institutional changes, so 
that the last of these interpretations could 
reasonably be expected to be justified by 
events. It is an attempt to be as opti- 
mistic as possible, within reason, in view 
of the fact that scepticism is amply 
justified by past experience. 


Current Signs of Recovery 


August was a turning point. Business 
men, bankers and job-seekers are all, 
naturally enough, cautious about attach- 
ing too much importance to the signs of 
recovery, but sales, production, and em- 
ployment were all beginning to rise. 


The improvement in the outlook for 
employment was not then reflected by the 
statistics. However some major firms in 
industries which had suffered in the 
recession are recruiting labour. The num- 
ber of unemployed is not likely to fall 
rapidly, in view of the high rate of intake 
of school-leavers, but it should fall con- 
tinuously, except for a seasonal pause in 
the early months of next year. 


Bank advances and debits to cheque 
accounts were increasing slowly from the 
low points of April and May to the end 
of June, though there was still a slightly 
downward trend in deposits. Since then 
there has been evidence of some revival 
of demand for bank credit. Supply has 
been slow to respond, in spite of sub- 
stantial releases from the statutory reserve 
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deposits of the trading banks held by the 
Reserve Bank (£97,000,000 from 12 
April to 23 August): up to mid-year this 
was reflected more in increased holdings 
of Government securities by the banks 
than in advances. 


The most dramatic change has been 
the improvement in the balance of over- 
seas trade. In the last three months of 
the financial year there was a £32,000,000 
surplus of exports over imports, compared 
with a deficit of £34,000,000 in the same 
period of 1959-60. Since overseas re- 
serves touched their low point in March, 
the Reserve Bank’s holding of gold and 
overseas balances has risen by almost 
two-thirds (from £306m. on 29 March to 
£492m. on 23 August). 


Some increase in imports is to be 
expected, but the immediate prospect for 
exports looks good — with a firm opening 
of the wool-selling season, a promising 
outlook for wheat, and a striking increase 
in the interest of metal producers and 
manufacturers in the export market. The 
case of B.H.P., which apparently main- 
tained sales and output by pushing over- 
seas orders when their home market con- 
tracted, is significant. 


Lessons Learned 


The main outlines of our experience in 
the last eighteen months are not un- 
familiar. Australia and many other coun- 
tries have repeatedly experienced a large 
and intractable deficit on overseas account 
associated with an investment boom.' It 
was by no means the first time we had run 
into such trouble in consequence of a 
relaxation of controls over imports at a 
time when inflationary pressures were in 
the ascendant. The increase in non-bank 
credit which fed the boom, and the over- 
seas financing of imports, were not new 
to us, though their extent (in each case) 
appears to have been without precedent 





1. Many examples of the symptoms of our 
case are analysed, and the implications for 
policy spelled out, in a recent study of 
European experience: W. Fellner, M. Gil- 
bert, B. Hansen, R. Kahn, F. Lutz, and 
Pieter de Wolff, The Problem of Rising 
Prices, O.E.E.C., Paris, 1961. 
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in our experience. In particular the 
potentialities of non-bank credit as a 
source of finance at a time when bank 
advances were not allowed to increase had 
not been fully appreciated. The excesses 
of speculation in real estate and on the 
stock market, and the general pattern of 
rising costs and prices, were all too 
familiar. 


I would sum up the lessons learned as 
follows: 


1. The Treasury must assume a larger 
share of the responsibility for preventing 
inflation and maintaining balance in the 
overseas accounts. This calls for greater 
flexibility in short-term and long-term 
borrowing by the Government and some 
degree of flexibility in taxes, perhaps at 
the cost of some delegation of authority 
from parliament to the executive. (The 
revenue side is emphasised because of the 
difficulties of short-term variations on the 
expenditure side.) 


2. Monetary policy, as administered by 
the Reserve Bank, must become more 
effective, because the extent to which 
flexibility can be introduced into the 
implementation of the Government’s 
Budget is limited. 


3. Unless monetary policy is admini- 
stered with foresight, in small, effective 
doses, and with adequate support from 
the Treasury, there is little hope of avoid- 
ing crises which require resort to drastic 
and unpopular measures of both monetary 
and fiscal policy. 


4. To be effective, monetary policy (in 
view of constitutional and other difficulties 
in the way of other forms of control) 
needs to exercise greater influence on the 
non-bank sources of credit. 


5. None of the foregoing requirements 
is likely to be satisfied without a flexible 
interest-rate pattern. (Incidentally lower 
interest rates should be a by-product of 
developments on these lines, if they go 
far enough.) 


6. Independent measures to avoid cost 
inflation are required, if a policy of full 
employment is to be reconciled with the 
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effective use of monetary and fiscal policy 
to maintain aggregate demand at a level 
consistent with the avoidance of excess 
demand and serious deficits on overseas 
account. 


Looking Further Ahead 


From this point of view monetary and 
fiscal policies have been moving in the 
right direction. It is true that pressures 
on costs, due to the inconsistent claims 
of wage-earners, profit-takers, and the 
Government, are not likely to remain in 
abeyance, and the long run problem of 
maintaining balance on overseas account 
is not easily solved, even if devaluation is 
contemplated”. On the other hand, the 
authorities have within their grasp the 
means of curing demand inflation which 
has been the biggest single factor con- 
tributing to imbalance, irregularity, and 
slow progress, in economic development. 


If the pattern of past experience 
repeated itself, we should now be starting 
to move into another inflationary bbom— 
probably with some checks on the way. 
In the absence of import controls, over- 
seas competition would be a restraining 
influence; but increasing tariffs and quali- 
tative control of bank credit could limit 
the flow of imports. In addition overseas 
capital, attracted by boom conditions in 
Australia, could help to reconcile an in- 
creasing flow of imports with excessive 
demand for our own resources and pro- 
ducts. If costs and prices rose our 
incipient export drive would quickly lose 
its bite. Long range developmental invest- 
ment, and in particular investment in the 
utilities, would fall behind. Then, in an- 
other eighteen months or two years (in 
the absence of some unprecedented wind- 
fall like an oil-strike or something more 
familiar like a wool boom or another 
Korea) we should experience another 
major crisis: the deficit on overseas ac- 
count would become unmanageable, un- 
balanced investments would have pro- 
duced excessive capacity, for instance in 
consumer durables and highly capitalised 
holiday resorts, etc. We should be in for 





2. See March number of this journal, pp. 
117-120. 
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another recession and almost certainly a 
restoration of the incubus of import 
controls. 

That is what we could expect if the 
authorities were simply muddling along 
and hoping for the best. 

In fact (in spite of Mr. Menzies’ 
frightening suggestion that we have to rely 
on the feeling in his bones) we are in a 
better position than ever before to set out 
on an era of good management and 
sustained development. There is evidence 
of improved co-ordination between the 
Treasury and Reserve Bank, greater flexi- 
bility in the policies they administer, and 
increased sophistication in the range of 
policy instruments they can use — parti- 
cularly in the case of the Reserve Bank. 
Increased knowledge and improved orga- 
nisation in these Government agencies, 
reflecting the effects of lessons learned 
from experience, lie behind these develop- 
ments. The extension of the short-term 
money market, and the increased breadth 
and depth of the capital market generally, 
have also helped to bring more order into 
the channelling of funds for investment. 

However, it still remains to be seen 
whether there is sufficient understanding, 
for the achievement of good monetary 
management, between the Reserve Bank 
and the trading banks. (Administrative 
and operational lags, and limitations of 
scope in Reserve Bank policy, as well as 
the use of penalties rather than incentives, 
have hampered the growth of such under- 
standing.) Whether or not excessive 
variations in hire-purchase and _ other 
forms of non-bank credit are still capable 
of frustrating monetary policy is also a 
burning question. An expansion of non- 
bank credit is on its way; it should have 
a useful role in industrial development if 
it is well managed from a social point of 
view. There are reasons to hold some 
hope for the avoidance of excesses like 
those of 1960: the existence of a larger 
short-term money market, and the in- 
creased experience of the Treasury, Re- 
serve Bank, and hire-purchase firms them- 
selves. Still, the inter-relations among the 
Reserve Bank, the trading banks, the 
money market, and the finance houses, do 
not offer a very solid foundation for such 
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hopes. The way towards remedying this 
state of afi ‘rs must be regarded in the 
Reserve Bank and Treasury as a high- 
priority problem.* 

Long-term measures to reconcile the 
income claims of workers, employers, and 
the Government with one another and 
with plans for industrial development, 
have not made much progress. The re- 
moval of import controls has certainly put 
a limit on the cost-raising effects of in- 
consistency between these claims; and 
the Attorney-General’s intervention in 
Arbitration Court proceedings has been 
aimed in this direction. The Tariff Board, 
if it could reduce its backlog of claims, 
might also make an important contribu- 
tion by the downward revision of tariffs 
granted long ago to then infant indus- 
tries which have now’ grown up. 
Measures against restrictive practices are 
also needed for this purpose: it appears 
that the Federal move in this direction 
has bogged down in constitutional diffi- 
culties, but here again perhaps there is 
scope for action by the Tariff Board. 

All these matters have a bearing on the 


question of long-run prospects for balanc- 


ing overseas payments. It is still not 
certain that Britain will join the Common 
Market, nor, if she does, what prospects 
there will be for Australian trade with 
Europe. The sustained inflow of overseas 
capital, so far, offers some prospect of 
overseas assistance with the task of 
achieving balance on overseas account 
while maintaining a high rate of industrial 
development; (whether the inflow of 
capital is used as productively as possible, 
and whether it puts American entre- 
preneurs in control of key sections of the 
economy, both depend on how we manage 





3. Various proposals have been made. For 
instance Dr. Ronald Henderson suggests 
that the trading banks should be given 
freedom and encouragement to compete 
for term deposits and consumer credit - 
offering and requiring the going rates of 
interest; and that they be required in re- 
turn to divest themselves of shareholdings 
in non-bank finance companies. An alter- 
native suggestion (which in the long run 
might have a similar effect) is that the 
trading banks should completely absorb 
their hire purchase subsidiaries. 
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our own affairs). However, even if 
optimism about the Common Market and 
the future inflow of capital are justified, 
the principal difficulties related to long- 
run balance of payments prospects are 
still to be faced. 


For the present, the opportunity for 
devaluation appears to have been lost. 
With a current surplus on overseas ac- 
count we can no longer justify it under 
I.M.F. rules, which require evidence of 
“fundamental disequilibrium” in overseas 
transactions. Now (as it seems to me) 
the Australian pound is still overvalued 
and will remain so unless we reduce unit 
production costs or overseas countries 
inflate theirs. This means that difficulties 
in paying our way internationally are 
likely to recur, and in the end we may 
come round to a solution through de- 
valuation associated with improvements 
— perhaps on the lines of those suggested 
above—in the management of our affairs. 
Of course it is possible for us to reduce 
unit costs by increasing industrial effici- 
ency, and to reduce them faster than our 
overseas competitors are doing. Independ- 
ently of that, long-term developments 
abroad could raise the level of overseas 
demand for our currency relative to our 
demand for means of making payments 
overseas. However it seems reasonable 
to expect that long-run balance of pay- 
ments prospects will depend largely on 
our own efforts—on measures to increase 
productivity in export and import-compet- 
ing industries, which in turn are likely to 
depend to a considerable extent on the 
environment created by public manage- 
ment. 


The alternatives include inflation — 
which has been tried without success — 
and a return to full employment with 
inflation. There is so much scope for 
improvement in monetary and_ fiscal 
policies affecting aggregate goods and 
services demand and for supporting these 
policies, perhaps along the lines suggested, 
with measures to reduce upward pressure 
on costs, that one is amazed at the lack 
of imagination of those who restrict the 
issues to a choice between widespread un- 
employment and inflation. 
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The Function of the Controller 


in the U.S.A." 


S a background to a discussion of the 

controller’s function, it may be 
worthwhile to review briefly the develop- 
ment from a one-man business to the 
larger, more typical operation of today. 


That perennial favourite, the small 
proprietor, conducts what is essentially 
a one-man operation. Members of the 
family may help out in the store or oc- 
casionally an outsider may be employed 
for unusual or heavy work. But basically 
the entire responsibility and detail of the 
job falls on the owner himself. This has 
its advantages. Every decision will be 
made (subject to the ability of the owner) 
with complete co-ordination of all rele- 
vant factors known to each department 
head. Further, any financial records will 
be kept with an eye to their use by sales, 
as well as by finance and purchasing, for 
they are all represented by the one person. 
The controller and the owner are one, and 
their problems are identical. The financial 
picture is simply the evaluation of all 
aspects of the business from a profit and 
investment viewpoint. 


Obviously however, this situation has 
definite physical limitations, and so, we 
come to the next step. As the business 
grows, time must be spent recording pur- 
chases, expenses, sales, bank deposits, 
etc. and preparing a periodic statement of 
financial results and position. The per- 
son involved here may be a junior who 
begins to concentrate on such work, or 
he may be one of the principals who uses 
these duties to good advantage in ap- 
praising the overall policies and results 
of the business. Under the former con- 
dition we begin to get a delineation and 
even conflict between financial and oper- 





*A lecture delivered to members of the Vic- 
torian Division of The Australasian Institute of 
Sost Accountants, in October, 1960, following 
ar pase return from a visit to the 
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ating responsibilities since the interests 
and point of view of the bookkeeper are 
inevitably much narrower than those of 
the principals. 


The budding segregation of the opera- 
tions and finance becomes sharper and 
more permanent in the next step. With 
the continued growth of the business two 
things contribute to this. First the book- 
keeping job becomes increasingly compli- 
cated as the result of the firm making 
more products, extending its territories 
and markets, requiring more raw mater- 
ials, and diverse manufacturing processes, 
and more mechanisation in production. 
Special cost accounting methods begin to 
appear and multiply. Secondly, the com- 
pany begins to run into substantial gov- 
ernment requirements designed to pro- 
tect or assist shareholders or prospective 
investors, or to satisfy the requirements 
of taxing authorities. 


Both factors turn the bookkeeping job 
into a virtual profession with strict stan- 
dards of education, experience and relia- 
bility. The time and attention necessary 
to meet these exacting requirements 
bring with them a dignity which to some 
people seems to indicate that accounting 
has now found its niche in the manage- 
ment of the business. The scorekeeper 
now replaces the bookkeeper. 


Unfortunately any direct connection 
between the financial function and the 
running of the business tends to become 
purely co-incidental. Unless the business 
is blessed with particularly gifted man- 
agement, this leads inevitably to one or 
the other of these familiar situations. 


1. Financial evaluation of the business 
is limited to supplier, customer, legal and 
governmental relationship, and to the 
barest analysis of final results as they 
affect profits and capital needs. Such 
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analysis is performed by the chief ac- 
counting executive alone, while practical 
operating personnel remain virtually un- 
acquainted with the financial phases of 
their own operations. Often the barren- 
ness of this situation is masked by the 
fact that accountants have introduced 
complex cost accounting techniques 
bearing little relation to operating facts 
and serving only to help “close the books” 
and satisfy a false sense of precision. 


2. The manufacturing or marketing 
functions take over the powerful tools of 
cost accounting, putting them to some 
good use. They become narrowed down 
and identified as useful only in the par- 
ticular areas to which operating execu- 
tives see fit to apply them, and many of 
their best uses remain undeveloped. 

In either case an iron curtain has 
dropped between the financial and the 
operating functions. 

But now a new stage, and what I call 
the true stage, of controllership, has 


developed. 


It is recognised, of course, that some 


measure of specialisation is necessary in 
the area of accounting and finance. But 
the isolation of bookkeeping and ac- 
counting as a highly technical and ivory 
tower function is recognised as being 


dangerous. Business has become too 
complicated for such a lack of communi- 
cation to exist between those who do and 
those who measure. Management must 
have balanced evaluation of results, doers 
need the perspective objectivity and tech- 
niques of the measurers. 


Measurers must understand the physi- 
cal problems being met in order to design 
and maintain measurements systems 
which will meet the needs of both man- 
agement and the doers. This forces the 
three groups into a closer relationship. 
Further, a new management technique 
is coming into wider and wider use which 
demands closer review of the profit as- 
pect of every transaction. It requires 
thorough planning of future profits and 
investments and careful evalu:'tion of 
performance against those plans. ‘(he ad- 
ministration of this process is a .najor 
responsibility. 
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So we now have the concept of a con- 
troller as a super-analyst or as a chief 
planning and control officer. — a profit 
engineer for overall company operation. 
In real sense there is a return to the older 
ideas of the small business which was 
somehow lost sight of, as accounting 
technicalities multiplied. 


That is that the financial picture means 
a running evaluation of all aspects of the 
business from a profit and investment 
viewpoint. Here in Australia, we find 
that a job described by the same name is 
frequently very different in different 
companies. The Chief Accountant, the 
Company Secretary, the Cost Account- 
ant—each may occupy the position of the 
the chief accounting or financial execu- 
tive. However in different companies 
their functions are widely different, their 
ability varies a great deal and not un- 
naturally the scale of their remuneration 
also covers a wide range. So it is not un- 
natural that the position of the controller 
in the U.S.A. also varies a_ great 
deal. Some of them are accountants. 
Some of them are financial planners and 
others operate at various levels and in 
various ways, some almost as the chair- 
man of the board of directors. What a 
controller is and what he does depends 
on the situation, on the organisation, and 
the various personalities involved. In the 
simplest form the controllers are basically 
accountants, the controller is concerned 
with classification of accounts, the design 
and use of forms, the maintenance of 
records, and of internal check. Obviously 
in all this the objective is really to collect 
a certain amount of financial information 
which will go into business reports at one 
time or another. The operation of a sys- 
tem to get factual data into financial re- 
ports is the simplest routine notion of a 
controller’s task. But to my mind this is 
the lowest level of the controller’s job. 


The next level is the level of budgets 
and forecasts. Here the controller is con- 
cerned with forecasting the activities of 
the firm in an attempt to meet problems 
in advance. A forecast of cash position 
can show the need for financing before 
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the situation becomes acute. The advan- 
tages in pre-studying the operation are 
obvious because we can always deal with 
a problem in a better way if there is time 
to understand what it is. Further the at- 
tempt to forecast often gives us a chance 
to see alternative possibilities in perspec- 
tive. Conditions that drift along often 
bring complications that some foresight 
could avoid. 


The level of controllership is one 
which the controller works virtually by 
himself. Often budgets of this kind are 
worked out by the controller’s staff with- 
out reference to operating management 
to give the controller a basis for his work. 


Sometimes this is done with the co- 
operation or for the benefit of top man- 
agement, but there have been situations 
in which the controller used the second 
level approach for more than five years 
before he could sell the complete notion 
of a budget control system to other 
operating executives. Thus the second 
level of forecasts and budgets may be the 
means of perfecting the ultimate control 
system, working out the basis of the 
standards through forecasts even though 
these may only be used by top manage- 
ment or by the controller himself. 


Thus the second level of controllership 
is concerned not only with what has hap- 
pened but what can be expected to hap- 
pen, if present conditions and practices 
are continued. At the third level, con- 
trollership is the integration of plans 
standards and people, so that the system 
establishes not only what has happened, 
and what will happen, but what ought to 
happen. Budgets are not made just to 
forecast operations or to meet problems 
in advance. Budgets are the fruit of 
real knowledge of how a business func- 
tions. The cost budgets are the result of 
known and understood relationships be- 
tween measured variables. Revenue bud- 
gets are based upon sales potentials, 
market surveys, and recognised methods 
and patterns. Thus the budget is not 
merely a guess or a hope as to what may 
or what will happen. It becomes a state- 
ment of goals, a formula or a recipe for 
the results desired, expressed in clear 
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and unmistakable terms all the way down 
the organisation chart. Thus each operat- 
ing executive knows what is expected of 
him. 

In the United States, the controller of 
a company may have a wide variation in 
his duties. He may be on the one hand a 
man with very few formal and routine 
responsibilities occupying the virtual posi- 
tion of internal auditor in the best sense 
of the word, namely that of an internal 
management auditor. At the other end 
of the scale, he may be vice-president 
in charge of finance with the entire 
responsibility for the whole of the 
financial, accounting and associated 
aspects of the business. However, there 
is a central point, a single motivating 
factor which is I believe the core of every 
true controller’s function, that is, the 
profit motive. In today’s business world 
a company has a wide range of responsi- 
bilities and the larger a company grows 
the more important and the more wide- 
spread these become. The failure of a 
company to carry out its responsibilities 
towards its shareholders, its employees, 
to the government, to its customers, and 
to its suppliers can have far-reaching ef- 
fects beyond the simple aspect of the 
safety of investors’ capital, and with pos- 
sibly even more disastrous effects. The 
only way in which a company can con- 
tinue to fulfil these responsibilities, moral 
or otherwise, is to make a profit and to 
keep making profits. Basically this is 
where the controller steps in. It is his 
fundamental responsibility to ensure that 
whatever he plans, records, measures, re- 
ports and whatever actions he undertakes, 
they are all aimed directly or indirectly 
at the maximisation of the company’s 
profits. As far as the position within the 
company organisation is concerned, there 
does however, appear to be quite a com- 
mon pattern in which the finance func- 
tion is divided into two. In this case the 
controller and the treasurer are inde- 
pendent of each other and operate on 
approximately the same level and both 
report directly to the president or to 4 
financial vice-president or to the execu- 
tive vice-president. 
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The following is an actual case con- 
cerning a medium-sized book publishing 
company with total assets of £15,000,000 
and net tangible assets of £11,000,000. 
This company operates in New York and 
Cincinatti. 

Here the controller and treasurer are 
dependent and both report directly to 
the president. The finance function is 
split between these two offices as follows: 


Under the jurisdiction of the con- 
troller: — 


1. General accounting unit, financial 
statements, etc. 

2. 1.B.M. unit. 

3. Debtors invoicing in both Cincinatti 
and New York. 

4. Inventory and royalty unit. 

5. General insurance. 

6. Federal and State imcome taxes, 
State franchise taxes and sales taxes. 

7. Budgets and profit forecasts. 

8. Factory accounting. 

9. Computation and audit of royalties. 

10. Pensions and trustee plan. 

11. Government reports requiring fin- 
ancial statements. 

12. Audit functions, including annual 
audit by independent accountants. 


Under the jurisdiction of the treasurer: 


1. Payroll unit and related payroll 
operations. New York and elsewhere. 

2. Accounts receivable, credits and 
collections, Cincinatti and New York. 

3. Cashiering functions, New York and 
Cincinatti. 

4. Office service unit. 

5. Employee benefits namely group life 
assurance, hospitalisation, accident and 
sickness benefits. 

6. All payroll tax returns. 

7. Cash forecasts and requirements. 

8. Dividends and related functions. 

9. Stockholder lists. 

10. Securities and investments. 

11. Royalty contracts and payments of 
royalties. 

12. Collection and disbursing of all 
funds. 


At first glance it appears to be a 
rather curious way of handling the over- 
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all finance function. However, on closer 
examination it appears that the function 
of the treasurer is firstly (not unnaturally) 
to deal with all cash handled and the 
formal activities handled in Australia by 
the secretary or share office. Apart from 
the aspect of covering cash forecasts and 
cash requirements none of these activities 
are related t¢ planning for the future. 
Here, however, the cash forecast is 
created from the operating budgets and 
forecasts prepared by the controller and 
the major function of the treasurer is to 
plan how this money is to be acquired 
by the business should such action be 
necessary. A second aspect of this 
division of responsibilities is that it is 
obviously aimed at automatically as- 
sisting the internal control of the com- 
pany. The greatest majority of controllers 
in the U.S.A. have reached their position 
via the accounting route. Many of them 
are certified public accountants and have 
had their training as such and when a 
company requires a controller — the 
new executive has frequently come from 
the field of public accounting. 


There are relatively few controllers 
who have not had accounting training or 
experience. In a few cases there are at- 
torneys who have become controllers 
but these have also had accounting or 
finance education or experience. The 
control of investment in stocks, equip- 
ment, plant etc., is a large part of his re- 
sponsibility. Some of this ties in very 
closely with financial planning and fore- 
casting, but more of it has to do with the 
proper timing and selection of proposals 
for asset investment. One aspect of this 
is the clean-cut arrangement to approve 
proposals for repairs, renewals, replace- 
ments or acquisitions of new equipment. 
Action should be unimpeded by cumber- 
some approval systems. The amount of 
money is not always the best criterion for 
separating proposals. 


Even routine repair orders may indi- 
cate the desirability of replacement or 
full overhaul. The problem of skimming 
off the cream of proposals for additional 
investment, of establishing data to decide 
priorities and the like for capital equip- 
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ment, are matters in which the controller 
and his staff can provide a valuable func- 
tion. If this is to be successful, it has to 
be handled in the broad context of con- 
trol. 

An illustration of an actual example is 
quoted by Professor W. J. Vatter of 
Chicago University. 


A Chicago company operates mines at 
various points but its control of capital 
expenditure is kept in the central office. 
All proposed expenditures for equipment 
items must be reviewed and approved 
by top management. A request for 30,000 
dollars for buying rail cars at one of the 
locations was refused on the grounds that 
other projects were too numerous and 
too advantageous to allow available funds 
to be used to purchase these cars. 


However, expenditure on repairs and 
maintenance at this location began to 
rise and the explanation was given that 
since new cars have been denied, the old 
ones had to be repaired. Under the cir- 
cumstances top management felt they 
could do little except to ask that repairs 
be kept as nearly as possible within the 
budget. 

The control function in this company 
was such as to include an internal audit 
operation and the auditor visited each 
location at least once a year. Further the 
controller insisted on a physical inventory 
of equipment items and plant facilities 
at regular intervals. In passing it should 
be mentioned that this is a wise and 
sensible thing. If it is worth while to take 
inventories of fixed assets, and reconciles 
more important still to inventory the 
equipment items which may be of greater 
value and of much more importance to 
the continuity and efficiency of opera- 
tions. This company does periodically 
inventories of fixed assets, and reconciles 
physical stocks with book records. The 
result of the physical inventory at the 
location we are concerned with here was 
that 50 more mine cars were actually in 
use than shown by the book records. 


The manager had bought “repair” 
parts and assembled his own mine cars. 
Thus an incomplete system of controls 
back-fired and defeated its own purpose. 
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It would have actually cost considerably 
less to have purchased the new equipment. 
Save for the physical inventory of fixed 
assets there would have been no dis- 
covery of this condition. Even worse, the 
absence of proper analysis of repairs ex- 
penditure could have been misleading in 
budgeting such items in the future. A 
control system must be more than tech- 
nically satisfactory. It must work. 


The true controller’s job today can be 
described in terms of the six principal 
control functions which may have vary- 
ing degrees of importance in different 
companies according to their particular 
needs, operations and personnel. 


1. The record keeping and reporting 
responsibilities still represent the con- 
troller’s first line of duty. He is charged 
with the installation and supervision of 
all accounting records and with the pre- 
paration and interpretation of financial 
statements and reports. The installation 
and supervision include the continuous 
correction and change of accounting sys- 
tems, as become necessary, to rationalise 
the effectiveness of reporting. Reporting 
systems begin with the establishing of the 
chart of accounts. In the final analysis, 
reporting responsibility requires know- 
ledge of the entire business, if the import- 
ant accounts and statistics are to be pre- 
sented in a way that will effect optimum 
management results. It is difficult to see 
how the importance of reporting can be 
over emphasised. If the controller fails to 
communicate effectively at all levels of 
management, the value of his work is 
seriously discounted and in extreme cases 
becomes almost valueless. It is in this 
field that the importance of being a dip- 
lomat, and of having an understanding 
of human relations, is perhaps at its 
greatest. The most effective reports are 
not always made in writing. 


2. The control of the internal audit re- 
sponsibility entails both accuracy of ac- 
counting and courage. The audit function 
is continuous. Corporate assets must be 
identified and personal responsibilities 
defined. Accounting routines must be 
established so that each individual who Is 
responsible for company property is sub- 
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ject to automatic check. These automatic 
checks must be kept alive by periodic 
testing. Control includes the means by 
which expenditures are kept within 
limits established by budgetary appropria- 
tion. 


3. The office management responsibil- 
ity of the controller represents his admin- 
istrative duties. He is responsible for the 
organisation of accounting personnel, 
the departmentalization of their work and 
the development of working arrangements. 
He is responsible for the initiation of 
standard practices relating to all account- 
ing matters and procedures. This entails 
the co-ordination of systems throughout 
the company organisation. 


4. The responsibility for presentation 
of all financial considerations as a mem- 
ber of the management team epitomises 
the growth of the controller concept in 
management organisation. The controller 
has become the planner of profits, inter- 
preter of statistics, the follower of finan- 
cial details and the financial adviser to 
the company head. With the heads of 
manufacturing sales and marketing, and 


engineering and product development the 
controller represents modern manage- 
ment. 


5. The responsibility for relationships 
with the government has fallen to the 
controller. The time consuming details in- 
volved in government reports and the 
financially important decisions relating to 
tax and other governmental powers have 
come into the controller’s ambit. 


6. The responsibility for interpretation 
of the business to labour, to the owners, 
and to the public is shared with the pub- 
lic relations personnel. The large cor- 
porations maintain specialised staffs to 
accomplish these purposes, while the 
smaller companies dispense this infor- 
mation through their top executive. The 
controller and the organisation which he 
directs provides the source of information. 


The controller has combined the 
treasurer, the office manager and the 
presidential assistant portfolios. His spec- 
ific responsibilities vary with the capaci- 
ties of the other members of the top 
management team, the size of the com- 
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pany, and the relative importance of its 
financial problems. The functions already 
outlined must be performed by someone 
in the corporation to some degree. The 
evolution of management organisation 
has tended to pull these responsibilities 
together and delegate them to a single 
manager. 

The following is the job description of 
controller as laid down by a company, 
following the above principles:— 

1. Reports to the president. 

2. Basic Function: To assist the presi- 
dent and his principal executives to ob- 
tain maximum profits; to spearhead the 
joint development of realistic operating 
and investment plans and standards, and 
administer a system of positive follow- 
up and controls. 

3. Supervisors: Manager of the follow- 
ing sections: controls and analysis, in- 
dustrial statistics, procedures and audits, 
cost accounting, general accounting and 
office services. 

4. Specific Duties: 


Planning 

1. Develops and publishes the basic 
rules for the company’s short- (and long-) 
range planning. Works with department 
heads to co-ordinate their planning with 
company policies and objectives. 

2. Reviews and clears all cost stand- 
ards and measures of activity proposed 
by departments for use in plans and bud- 
gets, initiates studies of areas where 
measures are not felt to be reliable. 

3. Combines the proposed plans of all 

epartments. Appraises the effect on 
profit, financial and market position and 
the progress anticipated, evaluates the 
realism of the proposed plan against 
general business and industry conditions, 
summarises points of importance for the 
president and recommends action on the 
master plan of operations and investment. 

4. Issues monthly projections of cur- 
rent operating results for several months 
ahead relating changes to the original 
plan. 

Following-up 
5. Develops and ensures timely is- 


suance of control reports to the president 
and principal executives. Administers a 
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system of supporting reports to under- 
lying levels of supervision. 

6. Performs periodic review in ap- 
praisal of operations involving study of 
performance in all operating areas and 
determination of factors underlining poor 
or good results. 

7. Conducts a monthly review meeting 
with the president to bring out significant 
operating results of action points. Assists 
the president to prepare for his own fol- 
low-up meetings with key operating 
executives. 

8. Works with all levels of supervision 
to develop understanding of quotas and 
budgets, the use of control reports and 
the technique of holding review meetings 
on their own importance. 

9. Reviews major pricing proposals for 
maximum profitability through analysis 
of volume effect. 

10. Conducts general accounting, cost 
accounting, cost estimating and payroll 
activities, ensuring adequate control over 
the sources of basic data and conformance 
with government control requirements, 
issues necessary statements, reports and 
special statistics. 

11. Co-ordinates the development of 
and publishes all inter-departmental pro- 
cedures and all manuals and _ pro- 
cedures with control significance. Audits 
conformance to such procedures and 
manuals. Initiates steps to simplify pro- 
cedures and cut costs. 

12. Provides necessary office services. 

13. Administers a reports control sys- 
tem covering all recurring reports in the 
company. 

I feel that the first line under the head- 
ing of his basic function summarises very 
adequately the real function of the true 
controller and it is worth repeating — 
“To assist the president and his principal 
executives to obtain maximum profit.” 

In making this statement it should be 
made clear that a controller as such is 
not undertaking the function of top man- 
agement — it is not his position to make 
operating decisions — he acts in a staff 
capacity only. For example top manage- 
ment chooses the objectives and policies 
and the controller simply evaluates them 
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and indicates those most suitable. How- 
ever, it is true to say that a good con- 
troller has all the basic training and prob- 
ably the best experience necessary for the 
top management position. 


Certain personal and _ educational 
qualifications are necessary for a man 
who will handle these duties properly. In 
the first place, since he bears an impor- 
tant staff relationship to operating execu- 
tives he must be skilled in the arts of 
getting results through such a relation- 
ship. This impiles considerable analytical 
talent, an ability to demonstrate the use- 
fulness of his proposals to the operating 
people themselves, a high order of per- 
suasiveness, scrupulous respect for the 
authority of lower executives, constant 
effort to make his analyses and reports to 
top management reflect operating realities 
and the opinions of operating personnel 
and a willing ability to provide maximum 
service to operations through the records, 
data, reports and analytical personnel at 
his disposal. Secondly, such a controller 
must be able to establish a real basis of 
communication with line executives. He 
must understand manufacturing, selling 
and other activities well enough to grasp 
current operating problems. He should 
understand the design and use of control 
reports; that is, reports which measure 
the effectiveness of management in im- 
portant physical situations. Under this 
concept the widely current idea of a 
chasm between the worlds of operation 
and finance — the one being where things 
are done, and the other being where they 
are merely measured — has no sound 
basis. 


All top executives are (or should be) 
basically profit producers who simply 
place emphasis on a certain area or phase 
of a single overall process. They must 
in other words be businessmen. The con- 
troller, as the measurer and appraiser 
of all results, has an emphasis or specialty 
which reaches into all areas. Sometimes 
his problem is merely to translate the 
operating results into meaningful profit 
implications. Or in other words to inject 
certain goals, criteria of performance or 
methods of analysis imto line thinking. 
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Every successful controller will actually 
cause re-definition of operating problems 
and realisation of operating plans and 
programmes. 

Thirdly the controller must be action- 
minded. His main responsibility is the 
improvement of company profits and 
therefore he must find opportunities to 
make suggestions which will improve 
results. 

This leads to the fourth major require- 
ment of a successful controller — his 
education and personal qualities. He 
needs to be trained in the application of 
analysis and planning techniques to a 
variety of concrete business problems. 
He must be able to design and present 
understandable reviews to top and middle 
management. Naturally he must be fam- 
iliar with basic accounting theory and 
methods, most importantly in the costing 
area, but this need not reflect extensive 
auditing or bookkeeping practice — he 
can hire technicians. 

He should have a grasp of basic eco- 
nomics. He must above all be broad in 
understanding and imaginative and re- 
sourceful in analysis. 


The Controllers Institute of America 


The Controllers’ Institute of America 
is a management organisation. Established 
in 1931 it now has a membership of more 
than 5000 financial and accounting of- 
ficers of leading business concerns. 
Membership is open to executives per- 
forming the duties of a controller as de- 
fined by the Institute, and serving com- 
panies of sufficient size to qualify. The 
Institute does not conduct examinations 
nor are there specified educational re- 
quirements. An acountancy degree is not 
a pre-requisite. 

The Institute’s conception of the func- 
tion of controllership is summarised be- 
low: 

1. To establish, co-ordinate and ad- 
minister, as an integral part of manage- 
ment, an adequate plan for the control of 
operations. 

2. To compare performance with 
Operating plans and standards, and to 
report and interpret the results of opera- 
tions to management and owners of busi- 
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ness. This includes formulation and ad- 
ministration of accounting policy and 
compilation of statistics and special re- 
ports. 

3. To consult with all segments of man- 
agement responsible for policy or action, 
concerning any phase of the operation 
of the business as it relates to the attain- 
ment of objectives and the effectiveness 
of policies, organisation structure, and 
procedures. 

4. To administer tax policies and pro- 
cedures. 

5. To supervise or co-ordinate the 
preparation of reports to government. 

6. To assure final protection for the 
assets of the business through adequate 
internal control and insurance coverage. 

7. To continuously appraise economic 
and social forces and government in- 
fluences and interpret their effects on the 
business. 

It will be seen that this concept agrees 
with my statement on the function of a 
true controller. 

In a classification of membership of 
the Institute, only 21.9 per cent of the 
members bear the title of controller as a 
sole title. A survey of members (2,789 
replies) repealed that 34 per cent are 
certified public accountants. 


Examples of Organisation of Companies 

in U.S.A 

The vice-president finance of the Ford 
Motor Company reports directly to the 
president. The controller who is also a 
vice-president reports to the vice-president 
finance. The treasurer, the manager of 
the finance administrative department, 
the manager of the accounting depart- 
ment, and the general auditor all report 
to the controller, three assistant treasur- 
ers handle all financial analysis functions 
and together with a fourth assistant 
treasurer, who is responsible for the 
treasury function, report to the treasurer. 

The president of United Airlines has 
seven senior vice-presidents reporting 
directly to him and one is the senior vice- 
president of finance who handles all the 
normal accounting and treasury functions, 
but not the financial analysis work. 
Another is the senior vice-president of 
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economic control who performs the 
functions which we would normally con- 
sider those of the controller. The senior 
vice-president of economic control has 
two junior vice-presidents reporting to 
him, the first has the responsibility for 
business problems, market research, aero- 
plane scheduling, capital expenditure and 
operating expenditures with managers 
heading up each of these activities. The 
second has managers responsible for 
organisation planning, work analysis ap- 
plied mathematics and procedures and 
forms control. Here we again see an 
example of the finance function being 
divided into two and although the names 
of the chiefs of these sections are differ- 
ent and the splitting of the work also 
varies it is not fundamentally different 
from the publishing company considered 
earlier. 


The Cummins Engine Company has a 
vice-president of finance. Although it 
is a large company with sales in excess of 
100 million dollars, the vice-president of 
finance merely has a number of managers 
handling different phases of financial 
analysis, accounting and treasury func- 
tions, all of whom report directly to him. 
There is no controller acting as an inter- 
mediary nor does there appear to be any- 
one who fulfills the true controllership 
function. 


Braun Trans-World Corporation is of 
interest as this company is also operating 
in Sydney and erected the Standard 
Vacuum Refinery at Altona (Vic.), a few 
years ago. This corporation has two con- 
trollers described as such, who share the 
financial function. In this case the man 
who occupies the position closest to that 
performed by the true controller is a 
trained engineer. 


One is forced to the conclusion that in 
90 per cent of cases, the organisation of 
the control function and the name which 
it is given are influenced more by the 
personalities and abilities of the people 
involved than by any other factor. Des- 
pite this I feel that the true controllership 
function is as I have already detailed. 


618 





If 1 were rash enough, I would make 
a comparison between Australia and 
America and say that the best Australian 
accounting work in industry is probably 
as good as theirs, but that the average 
performance would be well below. | 
think the major difference evident is in 
the amount of time and care given to 
planning in U.S.A. Usually plans are 
made more than a year ahead. 


I believe that controllership is the 
natural extension of the sound and more 
complete accounting function. It exists 
in Australia though not nearly to the 
extent that it should. If accountants feel 
that they are being by-passed by manage- 
ment, and that other functions or per- 
sons are providing part of the controller’s 
function, then they have only themselves 
to blame. Perhaps this could be due to 
poor personal characteristics, inadequate 
technical training at formal educational or 
post-graduate level, or failure to benefit 
from practical experience. 


One high executive said: “We do not 
limit ourselves to accountants, when we 
recruit young people for the control 
function, and it is conceivable that con- 
trollers in the future may have been aca- 
demically trained as lawyers, engineers, 
or economists. The important character- 
istic is to find people who have imagina- 
tion and can think.” 

If this policy finds wide recognition it 
will not be because other professions have 
usurped the position we rightly feel is 
ours. It will be because of our own in- 
adequacy or lack of energy and enter- 
prise. Shakespeare, although talking on 
a different subject, was right to the point 
when he said: “The fault, dear Brutus, 
is not in our stars, but in ourselves, that 
we are underlings.” 


All of us can help to strengthen the 
accountant’s position in this regard, both 
individually and collectively. If we can 
do this succesfully it will be better for 
ourselves personally and for the profes- 
sion, and it will be better for Australian 
industry im general. 
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All Odhner Machines are the products of 80 years of experience 

in the manufacture of office equipment, and are backed by 

an after-sales service that is second-to-none and designed to give 


* . 
Commercial Machines 
you continuous trouble-free operation. Ban 
SOLE AUSTRALIAN AGENTS: 


MELBOURNE: 330 William Street, 344681. SYDNEY: 350 Kent Street, 296537. BRISBANE: 420 George Street, 8 8758. 
ADELAIDE: Office Equippers Pty. Ltd., 144 North Terrace, LA 5041. PERTH: Edwards Business Machines Pty. Ltd., Trinity 
Made, 671 Hay Street, 232127. HOBART: Equipment Pty. Lid., 180-186 Murray Street, Hobart, 
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YOU NATURALLY SELECT A 


MADAS CALCULATOR 


IF YOU WANT 


QUALITY ° RELIABILITY 


CAPABILITY ° 


Increasing figure efficiency, decreases 
overhead costs. Modern MADAS 
machines are designed to meet today's 
most exacting requirements, and give 
instant answers to figure problems both 
simple and complex. 


the 
Calculator 
of 
Superior 
Swiss 
quality 





Fully automatic ® automatic decimal 
setting ® back transfer © continuous 
multiplication © positive and negative 
multiplication © positive and negative 
division. 





SOLD EXCLUSIVELY IN AUSTRALIA BY: 


PEACOCK BROS. 


PTY. LTD. 
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Notes on Selected Tax Cases 


INCOME OF TRUST ESTATE 


The beneficiaries of a trust estate 
were assessed on income of the 
estate which had been applied for 
the purpose of making improve- 
ments to the trust property. 


The trustees of a deceased estate were 
directed, by the will, to hold the residue 
of the estate (after payment of debts and 
legacies) for the testator’s two sons, 
subject to the payment of an annuity to 
the widow, and to the right of the trustees 
to borrow money on the security of assets 
of the estate, and to repay capital so 
borrowed out of trust income. 


In the year ended 30 June, 1957, the 
income of the estate, after payment of 
the annuity, was £10,530, one-half of 
which was assessed as income of the tax- 
payer (one of the beneficiaries) to which 
he was presently entitled. 


During the year the trustees had spent 
£2,150 in making improvements to the 
trust property. The taxpayer contended 
that the use of those funds by the trustees 
was in accordance with the power given 
under the will, that consequently the 
estate should be regarded as not fully ad- 
ministered, and that the trustees should 
be assessed on the balance of the income 
for the year under Section 99; i.e. in- 
come to which no beneficiary is presently 
entitled. 


The Board of Review pointed out 
that: 


(a) The trustees had not acted in accord- 
ance with the power given to them 
under the will, because they had 
not borrowed money, but had 
applied income for capital purposes. 


(b) Duties had been paid, legacies satis- 
fied, and the beneficiaries (by reach- 
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ing the age of 25 years) had 
obtained a vested interest in the 
capital and income of the estate, 
subject only to the payment of the 
annuity. Thus it could not be said 
that the estate was not fully ad- 
ministered. 


(c) The beneficiaries were presently en- 
titled to the income of the estate 
because they could demand from the 
trustees the whole of that income. 


The following statement made by 
Latham, C. J. and Williams, J. in the 
case of Federal Commissioner of Taxa- 
tion v. Whiting (1943) 2 A.LT.R. 421 
was quoted by the Board: 


“The words ‘presently entitled to a 
share of the income’ refer to a right 
to income presently existing —i.e. a 
right of such a kind that a beneficiary 
may demand payment of the income 
from the trustee, or that, within the 
meaning of Section 19 of the Act, the 
trustee may properly re-invest, accu- 
mulate, capitalize, carry to any reserve, 
sinking fund or insurance fund how- 
ever designated or otherwise deal with 
it as he directs or on his behalf.” 


Here, the Board considered, there was 
a right to income presently existing, and 
that part of the income which was em- 
ployed in making improvements to the 
trust property was applied for the benefit 
of the beneficiaries within the terms of 
Section 19. The beneficiaries were aware 
that income had been applied to increase 
the value of the residuary estate, and had 
agreed to the use of income for that pur- 
pose. 

The inclusion of one-half of the net 
income of the estate (£10,530) in tax- 
payer’s assessable income was confirmed. 


Reported in 9 C.T.B.R. (N.S.) Case 
39, 10 T.B.R.D. Case K 76. 
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ASSURANCE AGENCY 
COMMISSION 


Commissions paid by an assur- 
ance company were assessed as in- 
come of the assurance agent, even 
though received by a_ partnership 
consisting of the agent and his wife. 


The taxpayer was appointed as a 
branch agent of an assurance company; 
the agreement under which he was ap- 
pointed provided that commissions pay- 
able were not to be transferred or 
assigned by the agent without the com- 
pany’s consent. 


Some seven years later, taxpayer 
entered into partnership with his wife, 
the agreement stating that the partnership 
business was to include the carrying on 
of the assurance agency, that the re- 
muneration from the agency was to form 
part of the partnership income, and the 
agency expenses were to be borne by 
the partnership. 


The Commissioner treated the whole 
of the remuneration received from the 
assurance company as income derived by 
the taxpayer. The taxpayer’s claim that 
the agency commission should be treated 
as income of the partnership was con- 
sidered by the Board of Review. 


Taxpayer had approached executives 
of the assurance company, requesting the 
appointment of the partnership as agent 
in his place, but the company stated that 
it would not appoint a partnership or 
another company as its agent. The assur- 
ance company was not advised formally 
of the formation of the partnership, but 
at taxpayer’s request payments of com- 
mission were made by cheques payable 
to the partnership. 


The Board had to decide whether tax- 
payer, by entering into the partnership 
agreement, had alienated income, or had 
applied it. It was the taxpayer, and not 
the partnership, the Board stated, who 
was the agent employed by the assurance 
company; it was the taxpayer who 
received remuneration for services 
rendered by him for the company. His 
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decision to share the commissions with 
his wife “did not amount to an alienation 
of that income but merely to an applica- 
tion of it after derivation by him”. The 
Commissioner’s treatment of the imcome 
as having been derived by the taxpayer 
was therefore confirmed. 


Reported in 9 C.T.B.R. (N.S.) Case 
33, 10 T.B.R.D. Case K 75. 


+ > + 


REPLACEMENT OF THEATRE 
CEILING 


The cost of replacing the ceilings 
of two picture theatres was not 
allowed as a deduction under Sec- 
tion 53 of the Income Tax Assess- 
ment. 


The ceilings of the theatres consisted 
of wooden lattice squares nailed to joist 
supports; after about 25 years the timber 
in these squares became warped, the 
nails either pulled through or rusted, the 
lining boards cracked and were infested 
with borers and some of the joists 
cracked. 


Ultimately it was decided to abandon 
temporary repair by wiring, and the lat- 
tice squares and joists were removed and 
replaced with fibrous plaster sheets on 
new supports. The cost of replacement, 
or part of it, was claimed as a deduction 
under Section 53, as representing repairs 
or replacements on premises used for 
the production of assessable income. 


The Board of Review decided that no 
deduction should be allowed. Even if 
the provision of the new ceiling could be 
regarded as a repair under Section 53, it 
represented expenditure of a_ capital 
nature. “The work consisted of the re- 
placement of the whole ceiling, a major 
and important part of the structure of 
the theatre, with a new and better ceil- 
ing.” The ceiling supports, the Board 
concluded after an inspection, were 
stronger, more rigid and durable; further, 
the Board was satisfied that the fibrous 
plaster ceiling had considerable advan- 
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tages over the light lattice which it re- 
placed. 


The nature and extent of the work 
done was regarded as different, both in 
degree and kind, from the type of re- 
pairs which are normally encountered in 
the operation of a theatre business. The 
Commissioner’s disallowance of the de- 
duction claimed was therefore confirmed. 


Reported in 9 C.T.B.R. (N.S.) Case 
25, 10 T.B.R.D. Case No. K83. 


+ + + 


SALE OF HOTEL BUSINESS 


An amount specifically described 
in an agreement as consideration for 
the purchase of the goodwill of a 
hotel business was not treated as a 
premium paid on the grant of a 
lease. 


A syndicate of which the taxpayer was 
a member was formed for the purpose of 
acquiring a hotel business. The agree- 
ment provided that the syndicate would 
purchase the goodwill of the hotel busi- 
ness for £7,500; no plant, furniture or 
stock were included in the purchase price. 
The vendors agreed to grant a lease of 
the hotel for a term of ten years at a 
specified rent. 


It was expressly stated in the agree- 
ment that “the parties hereto mutually 
agree that the consideration of £7,500 is 
the value of the goodwill of the business 
of hotel-keeping carried on upon the land 
described in the schedule hereto and that 
no part of this amount represents a pre- 
mium for or in connexion with the grant- 
ing of the lease”. 


The syndicate, after taking legal ad- 
vice, decided to claim a deduction for 
the amount paid as a lease premium, 
despite the wording of the agreement, and 
undertook to reimburse the vendors for 
any tax they might have to pay if the 
Commissioner treated the £7,500 as a 
lease premium subject to tax in their 
hands. 


The Board of Review, when consider- 
ing the disallowance of the taxpayer’s 
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claim for a deduction for his proportion 
of the £7,500 paid by the syndicate, paid 
some attention to Section 83(2) of the 
Act, which provides that where there is 
an agreement to sell or assign goodwill in 
connection with the grant, assignment or 
surrender of a lease, the consideration 
attributable to the lease shall be the 
amount actually allocated by the parties, 
if reasonable, or the amount determined 
by the Commissioner. 


There was of course no allocation of 
any portion of the £7,500 to the lease, 
as the parties had deliberately stated that 
no part of it represented a lease premium. 
The Chairman of the Board took the 
view that the amount of £7,500 must be 
attributable entirely to the goodwill of 
the hotel business, that the parties could 
not seek to establish, as against the Com- 
missioner, that any asset other than the 
goodwill was acquired. No value there- 
fore could be apportioned to the lease, 
as the agreement was concerned only 
with the goodwill. Further, the parties 
had not agreed in writing, and given notice 
to the Commissioner (as required by 
Section 83A) that the goodwill should be 
treated as a lease premium. 


The other members of the Board ex- 
pressed the view that although the syndi- 
cate had in fact obtained a long-term 
lease of the hotel as one of the terms of 
the agreement, there was no evidence to 
support the claim that the entire amount 
of £7,500 was paid for the lease, and 
nothing for the goodwill (although it had 
been agreed that £7,500 was the amount 
paid for the goodwill) and no evidence 
was provided to enable the Board to make 
any apportionment of the amount between 
the lease, the goodwill, and the hotel 
licence. 


The disallowance of taxpayer’s claim 
for a deduction was accordingly con- 
firmed. 


Reported in 9 C.T.B.R. (N.S.) Case 
16, 10 T.B.R.D., Case No. K.66. 


The taxpayer has appealed to the High 
Court against this decision of the Board 
of Review. 












PENSION FOR SERVICE IN INDIA 


The Board of Review decided that 
the arrangements made by the 
United Kingdom Government for 
the payment of a pension to a 
former Bengal policeman did not 
involve the payment of Indian tax 
on the pension. 


An ex-superintendent of police in 
Bengal became a resident of Australia 
after his retirement in 1949. The pension 
paid to him by the Government of India 
was exempt from Indian income tax to 
28 February, 1951, and was included in 
income subject to Australian tax. 


From 1 March, 1951, the pension was 
subject to Indian income tax, which was 
deducted at the source. The United 
Kingdom Government, in order to fulfil 
a guarantee that such pensions would be 
exempt from tax, reimbursed to pen- 
sioners the amount of Indian income tax 
so deducted. 


The pension received from 1951 to 
1954 was treated as exempt from Aus- 
tralian tax, because it was not exempt 
from tax in India. The amounts reim- 
bursed by the United Kingdom, equiva- 
lent to the Indian tax deducted at the 
source, were included by taxpayer in his 
Australian assessable income. 


In 1955, the United Kingdom Govern- 
ment assumed the obligation to pay the 
pensions, and under an agreement with 
the Government of India, paid to that 
Government a capital sum calculated in 
relation to the Indian income tax which 
would have been payable in future years 
if the responsibility for payment of the 
pensions had not been transferred to the 
U.K. Government. 


The taxpayer claimed that the pension 
received by him from 1955 should 
continue to be exempt from tax under 
Section 23(q) of the Income Tax Assess- 
ment Act, on the grounds that the source 
of the pension was India, that the pension 
was taxable in India, and that the United 
Kingdom Government was acting as 
agent for the Indian Government in the 
payment of the pension, and was paying 
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tax to the Indian Government on the 
pension. 


The Board of Review did not agree 
with the taxpayer’s contention. It con- 
sidered that the United Kingdom Govern- 
ment was not paying income tax to the 
Indian Government, but had made a pay- 
ment in lieu thereof. Further, it was con- 
sidered that the source of the pension 
had changed from India to the United 
Kingdom, where the fund from which the 
pension was paid was located. 


The majority of the Board decided 
that as the pension had its source in Aus- 
tralia, it was exempt from tax in the 
United Kingdom by the operation of 
Article X of the United Kingdom - 
Australia Double Tax Agreement, and 
was taxable in Australia. 


Mr. Antcliff, Member, decided that as 
there was no evidence of liability to tax 
on the pension in any country outside 
Australia, the pension was not exempt 
from Australian tax under Section 23(q), 
and therefore the assessment of tax by 
the Commissioner was correct. 


Reported in 9 C.T.B.R. (N.S.) Case 
34, 10 T.B.R.D. Case K 84. 


—_—_ +o 


Pocket Compendium of Australian 
Statistics Now Available 


The 1961 edition of the Commonwealth 
Statistician’s Pocket Compendium of Australian 
Statistics, weighing only two ounces, contains a 
veritable mine of information on Australia. 

Accountants, who by the nature of their pro- 
fession frequently need an authoritative source 
of information, will find the wide range of 
subjects included in the Compendium of much 
value and assistance. They include:— 

Balance of Payments, Banking, Building, 
Crops, Dwellings, Education, Employment, 
Food Consumption, Hire Purchase, Hospitals, 
Insurance, Livestock, Minerals, National In- 
come, Oversea Trade, Population, Price 
Indexes, Production, Public Finance, Retail 
Sales, Transport, Wage Rates. 

Copies are available from the Deputy Com- 
monwealth Statistician, 3rd floor, 8 Elizabeth 
Street, Melbourne (P.O. Box 2796Y), the Gov- 
ernment Printer, Canberra, or the Common- 
wealth Sub-Treasury in each capital city. They 
sellers in the principal cities of Australia. Price 
may also be ordered through the leading book- 
2/- each, 2/5d. posted. 
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Recent Legal Decisions 


Subrogation in Marine Insurance 


Yorkshire Insurance Co. Ltd. v. 
Nesbit Shipping Co. Ltd. [1961] 2 
W.L.R. 1043 is a decision concern- 
ing the rights of an insurer against 
an assured, in which the principle 
involved was stated by Diplock, J., 
in these words (at p. 1047): “Where 
an insurer pays for a total loss of 
the subject-matter insured and the 
assured, in the exercise of his 
remedies in respect of that subject- 
matter, recovers from a third party 
an amount which exceeds the sum so 
paid by the insurer, can the insurer 
recover from the assured the amount 
of such excess?” 


The facts which posed this question 
were as follows. A ship owned by the 
defendant was insured under valued 
policies for the sum of £72,000. Follow- 
ing a collision with a warship owned by 
the Canadian Government the defendant’s 
ship became an actual total loss with no 
salvage value, and the insurer paid to the 
assured £72,000 in respect of that total 
loss. Subsequently, and with the approval 
of the insurer, the assured brought an 
action for damages for the loss of the ship 
against the Canadian Government, and 
recovered the agreed actual value of the 
ship as at the time of its loss. The 
amount of the judgment was expressed in 
Canadian dollars, but the amount, when 
converted into sterling currency, came to 
just over £75,500. Subsequent to the loss 
of the ship, however, the £ sterling was 
devalued, and when the amount paid by 
the Canadian Government was converted 
into sterling currency at the new rate of 
exchange it came to a little under 
£127,000, and it was this amount which 
the defendant received. The defendant 
claimed to be entitled to retain all sums 
received in excess of the £72,000 paid 
by the insurer, whereas the plaintiff 
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claimed to be entitled to the full amount 
received by the assured — that is, to the 
windfall gain of about £55,000. 


The plaintiff relied on Section 79(1) of 
the Marine Insurance Act 1906 (Eng.), 
which provides: “Where the insurer pays 
for a total loss, either of the whole, or in 
the case of goods of any apportionable 
part, of the subject-matter insured, he 
thereupon becomes entitled to take over 
the interest of the assured in whatever 
may remain of the subject-matter so paid 
for, and he is thereby subrogated to all 
the rights and remedies of the assured in 
and in respect of that subject-matter as 
from the time of the casualty causing the 
loss.” It was argued for the plaintiff that 
under the doctrine of subrogation as there 
expressed, the insurer was entitled to re- 
cover from the assured any sum in excess 
of the payment actually made by the 
insurer. But the court declined to adopt 
this view. Instead, it was held that the 
insurer could not recover, under the 
doctrine of subrogation, any more than 
he had paid, so that the defendant was 
entitled to keep the windfall gain of 
£55,000 odd. 


In the course of his judgment his Lord- 
ship indicated that “this case will no 
doubt go further”; if it does, the decision 
of the court of appeal will be awaited 
with interest. 


Rectification of Written Contract 


A. Roberts & Co. Ltd. v. Leicester- 
shire County Council [1961] 2 
W.L.R. 1000 is a case in which the 
court ordered the rectification of a 
written contract notwithstanding that 
the mistake in expressing the con- 
tract was a merely unilateral one. 


The plaintiff submitted to the defend- 
ant a tender for the erection of a school. 
The original tender made no reference to 
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the time within which the work would be 
completed. Following some negotiations 
regarding a reduction in the price, the 
plaintiff submitted a revised tender by 
which, amongst other things, the plaintiff 
agreed to complete the work within a 
period of eighteen months after receiving 
instructions to proceed. This tender was 
accepted by the defendant. Subsequently, 
the defendant sent a contract to the 
plaintiff for execution. That contract fixed 
the period for the completion of the work 
at thirty months instead of the eighteen 
months referred to in the tender. The 
plaintiff sealed the contract without notic- 
ing this departure from the period it had 
originally nominated, and the contract 
was later sealed by the defendant. On 
becoming aware of the fact that the period 
for completion in the contract differed by 
a whole year from the period specified in 
the revised tender, the plaintiff sought to 
have the contract rectified by inserting 
eighteen months instead of thirty months 
as the period for completion. 

Rectification was claimed on two alter- 
native grounds. The first was that it was 
the common intention of both parties that 
the period should be eighteen months, and 
that the period of thirty months had been 
inserted because of a common mistake. 
The court rejected the claim on this 
ground, because on the facts it was clear 
that the parties were not at one upon 
the length of the period for completion to 
be inserted in the contract, so there could 
not have been any common mistake. 

The second ground relied on involved 
the proposition that if A proves beyond 
reasonable doubt that he believed a parti- 
cular term to be included in a written 
contract between him and B, and that B, 
knowing of A’s belief, nevertheless con- 
cludes the contract with the omission or 
a variation of that term, then A is entitled 
to the rectification of the contract. This 
principle is expressed in Snell on Equity, 
25th edn. at p. 569, in a passage adopted 
by the court, as follows: “.. . if one 
party to a transaction knows that the 
instrument contains a mistake in his 
favour but does nothing to correct it, he 

. will be precluded from resisting recti- 
fication on the ground that the mistake 
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is unilateral and not common.” This is 
one exception to the general rule that 
rectification will not be ordered in a case 
where the mistake is merely unilateral. 

Accepting this principle, and being of 
opinion that at the time it sealed the con- 
tract the defendant, through its officers, 
knew that the plaintiff believed the period 
for completion under the contract to be 
eighteen months, the court therefore 
ordered rectification of the contract as 
sought by the plaintiff. 


Statute of Limitations 


The short point in Re Narbey, a 
Bankrupt [/96/] A.L.R. 748 was 
whether the statute of limitations 
can be invoked as a defence to a 
claim made by a trustee in bank- 
ruptcy. 


On 12 April, 1954, the debtor had com- 
mitted an act of bankruptcy by failing 
to comply with the bankruptcy notice, 
and on 21 June, 1954, a sequestration 
order was made against him on that act 
of bankruptcy. 

More than six years later, on 13 
October, 1960, the trustee in bankruptcy 
sought to set aside certain transactions 
which, it was alleged (and assumed) had 
taken place on 21 April, 1954, and to 
which the bankrupt had been a party. 
(The transactions in question involved a 
disposition of property within the rela- 
tion-back period, and a payment which 
was claimed to be a preference within 
Section 95 of the Bankruptcy Act). 

Clyne, J., held that the trustee’s claim 
must fail. The service of the trustee's 
notice of motion on 13 October, 1960, 
was to be treated as equivalent to the 
commencement of an action; therefore 
the action was begun more than six years 
after the cause of action accrued. Conse- 
quently the claim was statute-barred. The 
statute of limitations, said His Honour, 
is as much a defence to proceedings by 
a trustee in bankruptcy as it would have 
been to an action commenced by the 
bankrupt himself, if he had not become 
bankrupt at the date when proceedings 
were instituted. 






The Australian Accountant, November, 1961 











Current Problems Discussed in 


Overseas Journals 


Notes prepared by the teaching staff of the Department 
of Accounting in the University of Melbourne. 


Accounting Principles 

An article entitled “Riding Herd on 
Accounting Standards” appears in The 
Accounting Review, January, in which 
H. W. Bevis makes an appeal for flexi- 
bility of thought and a careful and real- 
istic approach to the establishment and 
enforcement of reasonable reporting prac- 
tices. He classifies “issuers” of economic 
data according to their ability to set their 
own selling prices, and points out that 
each change in business environment 
affects the information requirements from 
the relevant business unit. “Users” of 
economic data are also classified and the 
paint is raised that the diversity of busi- 
ness situations makes rigid specification 
of standards by legislative authorities and 
stock exchanges difficult and undesirable. 
At the same time it is suggested that the 
professional accounting societies should 
not use their power in the matter only to 
make their own work easier by demand- 
ing the use of uniform practices in in- 
appropriate circumstances. Positive lines 
of thinking about standards are advo- 
cated. 


Accounting Reports 


Ronello B. Lewis illustrates a method 
which highlights areas of below-budget 
earnings clearly and quickly in “Red- 
Flagging Trouble Spots”, The Controller, 
July. 


Cost Accounting 


Accounting for the costs involved in 
establishing and maintaining a given level 
of quality of product, and the losses aris- 
ing from failure to adhere to standards 
laid down are discussed by R. B. Stotts 
in “Quality Costs”, an article in Cost and 
Management, July-August. Illustrations 
from the writer’s experience in this field 
and sample reports and diagrams are 
given. 
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Cost Reduction 

In an article entitled “Organization for 
Cost Reduction”, in Cost and Manage- 
ment, July-August, J. L. Buckley, Jnr., 
describes the approach to this problem 
made by the management of his com- 
pany. It is suggested that the success of 
a cost reduction programme depends on 
the development of cost consciousness in 
every employee, and methods by which 
this cost consciousness may be estab- 
lished and maintained are discussed. 


Direct Costing 

A letter from Raymond P. Marple, 
assistant secretary, National Association 
of Accountants, appears in The Con- 
troller, July. In reference to an article 
in the April issue he argues that the 
fundamental error in absorption costing 
is the concept of profit being a function 
of production as well as sales. 


Electronic Data Processing 


Harold Weiss, in the New York CPA, 
July, writes on “Computer Programming 
for the CPA”. He examines the steps in 
the application of computers to data pro- 
cessing with particular reference to pro- 
gramming. He discusses the present state 
of this art and concludes that every ac- 
countant should have some knowledge of 
it and feels that this knowledge can be 
best acquired by undergoing a program- 
ming course rather than by general back- 
ground reading. 

“Is There a God?” asked the statis- 
tician of the new computer. The machine 
answered: “There is now.” Dudley E. 
Browne thus introduces an article ““Man- 
agement Looks at Computopia”, The 
Controller, July, in which he poses the 
question whether man _ will ever be 
thought less valuable than the machine 
he creates. 











Internal Auditing 

In The Accountants’ Magazine, July, 
C. Fairbrother writes on “Some Experi- 
ences in the Field of Operational Audit”. 
He points out that operational auditing 
is primarily an attitude of mind and is 
only the natural and proper follow- 
through of an effective audit check and 
review designed to play its part in profit- 
making. He gives a number of actual 
instances where effective internal audit- 
ing has led to a reduction of costs and 
greater efficiency. 


“Internal Audit — an Aid to Manage- 
ment”, by W. R. Seddon, in The Account- 
ant, July 15, develops the theme that 
internal audit should provide a construc- 
tive service to management and not con- 
centrate solely on ascertaining the 
accuracy of the financial statements. He 
suggests several fields of activity in which 
an internal auditor could be of assistance 
to management by providing reports that 
are independent and free of bias. 


Internal Control 


Paul W. Hillier, writing on “Fraud 
Controls,” in the Summer issue of The 
Internal Auditor, points out that the 
incidence of employee thefts is more than 
twice as great as that of thefts and 
burglaries committed by professional 
criminals. The author states that the 
most effective deterrent against employee 
theft is a comprehensive, properly ad- 
ministered system of internal control, and 
he goes on to discuss elements of control 
and the techniques desirable in a review 
of internal control. 


Merger 

The Controller, July, features “The 
Art of Merger”, by William E. McKenna, 
and “The Place of Scientific Techniques 
in Mergers and Acquisitions”, by Roger 
R. Crane. In his examination of the art 
of merger Mr. McKenna’s theme is that 
“if two and two cannot be made to equal 
five the merger falls short of its goal”. 
Mr. Crane illustrates a method using a 
game matrix to decide optimum acquisi- 
tion strategy. 
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Inventory Control 

“How to Reduce Manufacturing Inven- 
tories Quickly” is the title of an article in 
the New York C.P.A., June, in which the 
authors, John B. Robinson and Harold 
D. Kennedy, give an illustrative case study 
(based on a composite of a number of 
actual situations) to support their thesis 
that, while financial people evaluate excess 
and obsolete inventory, the control 
measures to prevent excess and obsolete 
quantities are part of the production and 
materials control functions. The measures 
described to make quick reductions in 
inventories concentrated first on high value 
purchase commitments and then on all 
high value usage items. 


Leases 

“A Critical Look at Lease Financing,” 
by Donald R. Grant, The Controller, 
June, is a fair-minded but frankly scep- 
tical, appraisal of some of the advantages 
often cited for leasing capital assets. 


William D. McEachron outlines a 
method for taking leasing into account 
when calculating the attractions of invest- 
ment opportunities in “Leasing: A Dis- 
counted Cash-Flow Approach,” The Con- 
troller, May. 


Learning-Curve 

In the N.A.A. Bulletin, July, B. T. 
Sanders and E. E. Blystone discuss “The 
Progress Curve — An Aid to Decision- 
Making”. They illustrate the develop- 
ment of a progress curve — a term they 
use in preference to a learning curve — 
and show how it can be an effective tool 
in assisting management’s decision-mak- 
ing. 


Responsibility Accounting 

A system of reporting to each level of 
management on the operations under that 
person’s control is described by S. A. 
Clarke in “Step Reporting for Respon- 
sibility Accounting” in N.A.A. Bulletin, 
June. The conversion of these respon- 
sibility reports into a conventional income 
statement is also illustrated. 
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Your office machine is a production tool—producing your business data. Whether that production 
is efficient or otherwise depends on three factors: 

CORRECT SYSTEMS PLANNING — THE RIGHT EQUIPMENT — OPERATOR PERFORMANCE 
Remington Rand-Chartres offer the resources of their skill and experience in correct systems planning 
for office mechanisation. Addo offer a model to meet every adding, accounting, or data processing 
requirement. This combination makes it so easy to get the third important factor—efficient operator 
performance. ADDO — A product of finest Swedish craftsmanship. 


Remington. Ftand -Gfraartees Py imited 
SYDNEY MELBOURNE BRISBANE ADELAIDE HOBART LAUNCESTON 
Cnr. Liverpool and 334 City Rd., 256 Wickham St., 29 Grenfell St., 9 Argyle St., 84 Charles St., 
Nithsdale Sts., 69-0660 Fortitude Valley, W-4631 2-2886 B-2358 
2-0925 5-4651 
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ANNOUNCING. 
NEW TERM ACTIVITIES 


Day Classes — Accountancy 
Students who are fortunate enough to be able to devote full time to their accountancy 
studies should arrange to enrol for the term beginning on 13 November next preparing for 
the May 1962 examinations. 
Those whose circumstances permit them to attend day classes generally complete the 
accountancy examinations in a relatively short time, sometimes within eighteen months. 





Evening Classes — Accountancy 
These classes for part-time students will begin on November 13 next preparing students 
for the April-May 1962 accountancy examinations. 


Secretarial Classes 
Evening classes preparing for the June 1962 examinations of both Institutes of Secretaries 


commence in January, 1962. 





Institute of Cosi Accountants 
Classes for the examinations of the Cost Institute will begin on Wednesday, 15 November, 
1961, for the examinations to be held in May, 1962, as follows:— 
Old Syllabus: Papers 3, 4 and 5—15 November, 1961. 
Papers 1 and 2 —31 January, 1962. 
New Syllabus: Subject 1— 15 November. 1961. 
Subject 2— 31 January, 1962. 


Correspondence Instruction 
Those who desire to prepare for their accountancy examinations studying by correspond- 
ence in the quiet comfort and convenience of their own homes may enrol with the College at 


any time. 


Model Answers— 
Australian Society of Accountants 

Examination questions set by the Australian Society of Accountants and Answers thereto 
have been published for each examination session (May and October) as follows:— 

Since 1954— 1. Stage 1, Accounts and Auditing 

2. Company Law and Company Accounts 
. Monetary Theory and Practice 
. Income Tax Law and Practice 
. Advanced Accounts — Part A 
. Advanced Accounts — Part B 
Since 1956 — 7. Commercial Law A and Commercial Law B 
8. Auditing and Business Investigations 


Price 5/- for each set for each examination session, post free, except Income Tax which is 4/-. 


AnrhLwr 


Australasian Institute of Cost Accountants 
Model Answers to Papers 1-5 (present syllabus) are available since May 1957 at 10/- for 
each set, post free. 
Full details of time tables, fees, and enrolment procedure gladly given upon request. 


NEW ADDRESS: 
To provide more convenient accommodation for our students the College has transferred 
to the First Floor, Corner of Elizabeth Street and Post Office Place (Little Bourke Street). 
Entrance is 342 Post Office Place. 


A. E. SPECK COMMERCIAL COLLEGE 


342 POST OFFICE PLACE, MELBOURNE, VICTORIA — New Phone: MU 7721 
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Accounting for Inflation 


T can fairly be said that the long and 
not untarnished history of money is 
best covered by the phrase “declining 
purchasing power” and, so far as one can 
see, there is not even a remote possibility 
that this trend will ever be reversed — in 
the long term. If this is acknowledged — 
if the purchasing power of currency is 
ever trending downward — it means that 
the capital maintenance reserves, recom- 
mended by Mr. Gynther (The Australian 
Accountant, July 1961) and by others,’ 
will ever trend upward. 


For example, assuming that £5 is now 
required to buy as much as £1 would buy 
in 1941 and that, on 1 January, 1941 a 
company held stocks valued at £1m., then 
an extract from the accounts as at 31 
December, 1960 would show the follow- 
ing, if the same physical quantities of 
stock were held and current income 
methods were used: 


Stock-in-trade (@ cost) £5,000,000 


Stock revaluation reserve £4,000,000 


It is certain, if these reserves are to be 
prevented from reaching astronomical 
proportions, as above, then, somewhere 
along the line, the “thinking” accountant 
must undertake remedial action, bonus 
distributions or transfers back to free 
reserves being the first cures to come to 
mind. In addition, he may wonder why 
these reserves continually rise and, should 
he do so, he will find himself face to face 
with fundamentals: 


(a) Stocks are valued at cost to the 
company for balance sheet pur- 
poses; 

(b) Even if this value is inflated, it 
still represents cost; 


(c) This inflated cost enters into and 
forms part of the charge against 
earnings when these stocks are 
sold, usually a month or so after 
their appearance in the balance 
sheet; 
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(d) Because of (c) inflated values are 
recovered and profits, therefore, 
automatically suffer a downward 
adjustment; the reserve relating to 
inflated cost is then no longer 
required since the inflated portion 
is recovered along with the re- 
mainder of cost. 


Finally, as this situation develops, man- 
agement will gently be led to the conclu- 
sion that, if any reserve in connection 
with stock-in-trade be necessary at 
balance time, its purpose disappears with 
the stock’s disposal by sale when full 
inflated cost is charged against earnings, 
thus reducing disclosed or available profit. 
The conclusion will be reached that such 
reserves and provisions are necessary only 
so long as the cost is in suspense, so to 
speak, i.e., while the goods are held and 
before the inflated cost qualifies (by sale 
of the goods) as a debit to the trading 
account. 


The same reasoning, with the necessary 
changes, applies to plant, save that, here, 
the period of recovery is greater because 
plant is retained so much longer. In each 
case, however, with stock-in-trade and 
with plant, the outlay is always recovered 
once and in full by normal accounting 
processes. 


This being so, if normal accounting 
always succeeds in a complete recovery 
of outlays, it must be apparent that any 
additional amounts set aside from earn- 
ings, in order to provide finance, must be 
regarded as free reserves in that they seek 
to adjust problems of finance, and prob- 
lems of finance alone: they are not pro- 
visions for anticipated losses and cannot 
be regarded in that light (except, perhaps, 
during the period costs are held in 
suspense) unless one is sufficiently opti- 
mistic, or sufficiently pessimistic (depend- 
ing upon viewpoint) as to imagine that 
the trend in money values will go into 
reverse, that prices will somehow revert 
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to the day when the company was incor- 
porated, be it pre-war or pre-Edwardian. 
And, therefore, if the amounts set aside 
by current income methods are not to be 
regarded as provisions for anticipated 
losses, but as an exercise in conservatism, 
then such titles as “Revaluation Re- 
serves”, “Price Compensation Accounts”, 
etc., are misleading and invite their relega- 
tion to the secret reserve category — 
that child of conservative accounting 
and favourite target of anti-conservative 
snipers. 


Mr. Gynther’s article recommends that 
shareholders’ funds be increased in 
sympathy with a prices index, in order 
to protect the purchasing power thereof, 
and gives this as one reason for his 
support of the current income theory. All 
well-managed companies do better than 
this, however; in fact, many of them with- 
hold as much as they pay away in divi- 
dends. Similarly, Mr. Gynther’s recom- 
mended procedures also do much better 
than that, despite his proclaimed dislike 
of rule-of-thumb methods and his implica- 
tions of a preciseness sufficient to satisfy 
the Commissioner of Taxes. 


For example, an examination of the 
illustration above shows that the company 
has an asset (£5m.) as at 31 December, 
1960 represented by stock-in-trade. In 
addition, the reserve (£4m.) must be re- 
presented by assets held elsewhere in the 
business. If, therefore, the company’s 
stocks are converted to money, or money’s 
worth, immediately after balance day, it 
would then hold in respect of this item, 
first, £5m. from realizations, plus profit 
which can be ignored here; and, second, 
it would still hold £4m. in other assets 
representing the reserve. In other words, 
the company would hold assets of £9m. 
as at 31 December, 1960 in order to 
protect an outlay of £1m. made on 1 
January, 1941; yet, it is apparent, full 
protection is achieved by retaining assets 
to a value of only £5m., i.e., the ratio 
employed is only 1:5 and not 1:9. Of 
course, if one feels that prices may 
suddenly, or overnight, revert to those of 
1941, then the current income situation 
would be justified: in this case the com- 
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pany would recover £lm. in respect of 
the stock asset and would still hold assets 
representing the reserve, £4m. Thus is 
protection for the original outlay be- 
stowed. In short, the position can be 
summarized by saying that creation of 
the reserve (£4m.) is justifiable if one 
believes that a return to 1941 prices is 
likely; but, if one does not believe this, 
then its existence is farcical and consti- 
tutes an exercise in conservatism carried 
to the nth degree. 


Again, Mr. Gynther commends the 
current income methods of Professors 
Mathews and Grant although he suggests 
some modifications. Explaining these 
modifications, Mr. Gynther gives an 
“over-simplified” illustration which I do 
not understand; either it clashes with the 
Mathews and Grant proposals or with the 
law: the re-drawn balance sheet records 
an upward revaluation in land of £100, 
while stock is shown at £1,100, as against 
£1,000 originally. On the other side of 
the balance sheet, however, one notes a 
revaluation reserve of only £100. Why? 
It must be presumed that this reserve 
arises from an entry debiting land with 
£100 and crediting the revaluation reserve 
which means that nothing has been set 
aside in respect of inflated stock values. 
As I understand it, this would clash 
violently with the Mathews and Grant 
proposals in that stock revaluation re- 
serves constitute the kernel of their case. 


On the other hand, if the revaluation 
reserve does relate to stock-in-trade, and 
not to land, i.e., if it arises by transfers 
from profit otherwise available for divi- 
dend, then, since it is said ¢hat all profits 
have been distributed, it means that the 
increased amount attributable to land has 
been dissipated in dividends. If this is so, 
if the capital increment relative to land 
has been distributed, Mr. Gynther’s pro- 
posals must clash with the law because. 
in effect, he suggests the distribution of 
unrealized capital profits. One cannot say 
more regarding Mr. Gynther’s little 
each-way bet until his “over-simplified” 
example is converted to something a little 
more abstruse. 
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In conclusion, | feel bound to point out 
that speculation, estimate and opinion 
envelopes the world of business in which, 
and for which, the accountant is destined 
to toil. It is inevitable, therefore, that the 
accounts he annually produces for his 
company are also based upon the same 
unholy trinity, namely, speculation, esti- 
mate and opinion; similarly, it is inevit- 
able that such documents, because of 
these essential elements, will always 
provide a sitting shot for political and 
academic gunmen. That accountants have 
not yet accepted the view that the trend 
in money values will be reversed (in the 
long term) is commendable: if history 


means anything at all, prices will continue 
to rise and money values will continue 


their decline; to plan otherwise would be 
the height of folly. Mr. Gynther, how- 
ever, becomes somewhat emotional as he 
ponders the possibility that economists 
may, some day usurp accountancy func- 
tions unless accountants see the light, 
accept current income methods and in- 
corporate them in the syllabus. To this, 
it may be answered (as one surveys the 
prevailing economic gloom into which the 
business world has been cast as a result of 
“remedial” action planned and executed 
by Canberra’s top economists) that 
economists themselves still have much to 
learn in their own field and would be well- 
advised to master their own problems first 
and those of others later on. 





TRADE DEBTORS—A SHORT-CUT TO CONTROL 


HE technique outlined below for the 

control of debtors has worked satis- 
factorily in a company engaged in aerial 
top-dressing in Northern New South 
Wales. 


The prerequisites of the system are 
that customers are numerous and they 
are billed in single invoices for substantial 
sums. 


The accounting is conventional, except 
that the debtors’ ledger, as such, is elimi- 
nated. A sales journal or invoice register 
records all invoices numerically, giving 
the revenue break-down for private ledger 
postings and a column for “Total Invoice” 
credited to debtors’ control. 


The receipts cash book, is provided 
with a column for debtors in the usual 
way. This record is prepared in conjunc- 
tion with banking, and any receipts on 
account of debtors are marked in the cash 
book with the invoice number from which 
the receipt arises. 
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At the end of each month the entries 
in the “debtors” column of the receipts 
cash book are “ticked off” against the cor- 
responding entries in the “total invoice” 
column of the invoice register. (Naturally 
there should be no unticked items in the 
cash book). 


The unticked invoices in the invoice 
register, then represent outstanding debt- 
ors and, in total, will agree with the 
debtors’ control account. The following 
month, some cash book items will be 
ticked off against the outstanding debtors 
list, whilst those received in the same 
month as the invoice date, will be ticked 
off against the item in the invoice register, 
for that month. This, in essence, is the 
same procedure as that used in manual 
bank reconciliations. 


The advantage of this method is that 
all debit and credit postings to the debtors’ 
ledger are bypassed and a considerable 
time saving is achieved. 
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STUDENTS’ SECTION 





Business Budgets and Budgetary Control 


By J. McCANN, B.Com., A.A.S.A. 


LL sections of the community use 

budgets over the period of a finan7i>! 
year. The Federal Treasurer estimates the 
income and expenditure of the Govern- 
ment for the coming year, the housewife 
estimates how much she will spend on 
meat, how much on fruit and vegetables 
and so on, from week to week. 

In between these two groups, the busi- 
ness world, or a very large proportion of 
it, makes use of the techniques of budget- 
ing and budgetary control in numerous 
and specialised ways. Before discussing 
these various ways, I would like to men- 
tion two factors which should exist with- 
in an organisation for the satisfactory 
functioning of a system of budgetary 
control: 

(1) A top management properly edu- 

cated to the possibilities of budgets 
and the manner in which they can tie 
in with the technical procedures. 
A satisfactory line of organisation 
through which the responsibility for 
budget preparation and maintenance 
can be enforced. 

With these factors existing, it is then 
possible for a business to prepare the 
following budgets: — 

(1) The Profit Budget — an estimate of 
income and expense over a future time. 
There are two possible starting points for 
this budget — anticipated sales or ex- 
pected return. These methods, of course, 
work in opposite directions, with the 
latter method tending to push a sales esti- 
mate on to the sales department. It is 
considered that the preferable method is 
for the sales department to submit firstly 
their estimate of what can be sold, and 
then, as most production and distribution 
items are functions of sales, to fit the 
hecessary expenses in and so arrive at an 
anticipated return for the period under 
review. 
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(2) The Capital Expenditure Budget 
— A estimate of the expenditure neces- 
sary on plant, buildings, motor vehicles 
etc., in the coming period. 

(3) The Cash Budget —-Every business 
is vitally and constantly interested in its 
cash position. 

The cash budget anticipates future cash 
balances in order to give directors assis- 
tance in making decisions involving 
heavy expenditure. The balance at the 
bank is anticipated by combining the first 
two budgets and making some additional 
allowances as under:— 

Budgeted profit for the period 

Plus depreciation allowed (which en- 
tails no cash outlay) 

Plus sundry receipts (e.g., sale of 
capital assets, loan raisings) 

Less capital expenditure 

Less payment of taxation 

Less payment of dividend 

Plus or minus variations in levels 
of inventories, accounts receivable 
and accounts payable. 

The result of the above calculation is 
the improvement or deterioration in the 
cash position during the period. 

(4) A combination of 1, 2 and 3 to 
project a balance sheet at the end of 
the period. 

In following the above procedures, we 
have, in effect, posted the general ledger 
in advance and extracted operating and 
financial figures 


The Budget Officer 


Each firm engaged in the procedures 
of budgeting needs to appoint some suit- 
able person as “budget officer”. The 
duties of this position encompass the de- 
signing of the necessary budget forms 
and the forwarding of them to the people 
responsible for compiling the necessary 
budgets or part of them. He is also 
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charged with the responsibility of receiv- 
ing back the estimates, checking them and 
calling the budget committee. After the 
estimates have been approved, it is neces- 
sary for him to summarise them and for- 
ward them to the department managers 
concerned. 


Problems of Budget Preparation 


1. Deciding the length of the budget 
period. No definite rule can be applied 
here, each business will have its own ideas. 
However, it is considered that three 
months is the minimum period which 
should be established. 

2. Deciding how far the budget dis- 
section should be carried. This problem 
arises mainly in connection with the 
profit budget. 

Do you have a branch manager made 
responsible for compiling all his estimates 
or do you have various persons within 
the branch responsible for various parts 
of the branch operations budget? Gen- 
erally the second alternative, combined 
with overall branch management control, 
is more effective but again it depends on 
the scale of the business. 

3. Conveying changes in the budgets 
submitted to the responsible officers. This 
is particularly important. No changes 
should be made in a submitted budget 
unless the officer who has prepared that 
budget has been consulted. If changes 
are made over the head of that officer, 
it makes the fixing of responsibility for 
sub-budget performance much harder. 
And it is this fixing of responsibility 
which forms the basis of budgetary con- 
trol. In addition, hidden costs may be in- 
curred, as for example, the engendering 
of a feeling of pessimism about attaining 
the proposed budget figures, with conse- 
quent impairing of efficiency. 


Budget Divisions. 

The extent to which the profit budget 
is divided depends completely on the size 
of the business and the extent to which 
responsibility is delegated. Generally the 
profit budget is divided into at least the 
following “sub-budgets”:— 
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Sales, Production, Materials, Labour, Ex- 
pense (in various dissections). 

It will be seen that sound co-ordination 
is required to combine these sub-budgets 
into a feasible operating plan. 


Budgetary Control 

Once the budgets have been submitted 
and approved, it is then necessary to re- 
view progress towards the targets to as- 
certain quickly whether any items are 
out of control. This entails three steps: 

The lining-up of the accounting system 
with the budgeted items, particularly in 
the matter of account classification. 

The preparation of a periodical state- 
ment (weekly, monthly or quarterly, 
whichever is applicable) setting out the 
actual performance to date compared with 
the budgeted figures. 

The analysis by the responsible officer 
of the progressive results of the depart- 
ments under his jurisdiction and the for- 
warding of a report in writing to the 
budget officer setting out reasons for 
differences. 

If these steps are followed, it will be 
quickly discovered whether actual results 
are going to follow budgets closely or 
whether any decisions have to be recon- 
sidered in the light of the actual figures 
rather than budget. In this regard, an ex- 
amination of reasons for differences be- 
tween actual and budget can quite often 
furnish assistance as to whether a varia- 
tion is temporary or permanent. 


Flexible Budgets 

Flexible budgets differ from ordinary 
profit budgets in that while the latter 
firstly determine a level of sales or out- 
put and relate materials, labour and ex- 
pense to that in order to ascertain an 
estimate of profit for the period under 
review, the former attempt to determine 
what profit would be made at various 
levels of output. 

This involves the important concept of 
distinguishing between fixed, variable and 
semi-variable expense. Generally it is 
fairly simple to determine whether an ex- 
pense is fixed or variable by applying the 
test: “Does it alter as output alters?” It 
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is the calculation of the degree of vari- 
ability in different expense items that is 
the difficult factor. The only certain way 
is to study these items closly over a fairly 
long period of time to obtain a guide as 
to their cost behaviour. For this reason, 
the setting up of a satisfactory flexible 
budget may be a long-term project. 

From a practicable point of view, as 
well, it should be borne in mind when 
considering cost reaction to changes in 
output that while some items of cost may 
increase with increases in output, it may 
be difficult to secure decreases in cost as 
output declines. This can be particularly 
true of labour cost and is a severe test of 
management efficiency. 


Conclusion 


Budgets may therefore give manage- 
ment a useful idea of what to expect in 
the coming period and a flying start in 
deciding matters of policy. Even though 
the trend today is very definitely towards 
anticipating future operations rather than 
recording past ones, budgeting still needs 
to be coupled with an effective accounting 
system of recording income and expense 
so that management can have the neces- 
sary control. The proper interpretation 
and use of comparisons between actual 
and budgeted figures is the real measure 
of efficient management. 





NEWS AND NOTES 





AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 


SOUTH AUSTRALIA 


September Luncheon 


The monthly luncheon at the S.A. Railways 
Refreshment Rooms on 15 September was 
addressed by Dr. L. W. Coffer, director of the 
Australian Mineral Development Laboratories. 
Dr. Coffer spoke on the “Role of the Australian 
Mineral Development Laboratories in Indus- 
trial Research” and his address proved both 
interesting and informative as many members 
were unaware of the important work being 
carried out by the laboratories in the develop- 
ment of Australia’s mineral resources. 


September Lecture 


On 15 tember at Chapman Hall, Institu- 
tion of Engineers, North Adelaide, Mr. F. R. 
Curtis, chairman and managing director of 
Ranleigh Ware Ltd., spoke to members on the 
subject, “Tomorrow’s Executive”. As the man- 
aging director of a successful company, Mr. 
Curtis spoke with authority on his subject and 
provided those present with some helpful 
thoughts on the problem of training executives. 


Official Call on His Excellency the Governor 


His Excellency the Governor, Sir Edric 
received at Government House on 5 
October the State president of the Society, Mr. 
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D. P. Williams, the State president of The 
Australasian Institute of Cost Accountants, Mr. 
F. R. Harris, and the State Registrar, Mr. J. 
Rolfe Sabine. 


Group Activities 

The monthly meeting of the Practising Ac- 
countants’ Group held on 25 September dis- 
cussed the amendments to the Society’s By-laws, 
and in particular By-law 3A. 


At the meeting of the Mechanisation and 
Systems Group held on 10 October, models of 
dictation equipment were displayed and demon- 
strated by Messrs. D. R. Kneebone, new estates 
officer of the public trustee’s department, and 
P. C. Cornish, assistant investigations officer of 
the Public Service Commissioner’s department. 
Models on display ranged from the smallest 
pocket machine to the largest type desk model. 


Branch Activities 

On 13 October, the State president, Mr. D. 
P. Williams, accompanied by Mr. M. E. Speck, 
A.A5S.A., of the Federal Taxation Department, 
visited Mt. Gambier to attend a meeting of the 
local branch. Mr. Speck addressed the mem- 
bers of the Mt. Gambier branch on “Federal 
Estate Duty”. 


Personal 

Mr. F. E. Robertson, A.A.S.A., has retired 
as managing director of Harris, Scarfe Limited 
after 23 years in that position. He remains a 
director of the company. 
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VICTORIA 


Monthly Luncheon 

Dr. Peter Russo, the well-known news com- 
mentator and expert on Asian affairs, was the 
speaker at the luncheon held on 22 September 
at the Lower Melbourne Town Hall. The title 
of Dr. Russo’s address was “How to Audit 
Foreigners” and he gave members a most 
instructive and thought-provoking talk about 
implications of the developments in Asian 


attitude towards 


countries and Australia’s 
Asians. A vote of thanks to the speaker was 
moved by Mr. E. J. L. Tucker, the State presi- 


dent, who was chairman of the function. 


Sporting Activities 

On 11 October, members played a game of 
bowls against representatives of the Middle 
Park Bowling Club. In spite of the poor 
weather, a most enjoyable afternoon was spent 
and Sir Alexander Fitzgerald thanked the club 
on behalf of the Divisional Council. 


Graduation Function 

The largest function of this kind to date was 
held on 19 October at the Victoria Ltd., where 
one hundred and fourteen certificates were pre- 
sented to newly graduating members by Mr. 
E. J. L. Tucker, the State president, who gave 
an inspiring address. Friends of members were 
invited and 100 attended. A number of Divi- 
sional Councillors were also present. Mr. E. G. 
Bloomfiekid, a member newly advanced to 
Fellowship, gave the gathering a short address 
in which he recounted his experiences as an 
accountant. 


BALLARAT BRANCH 


Joint Meeting 

The Branch arranged a joint meeting of 
members with the Ballarat Chapter of the 
Chartered Institute of Secretaries on 15 Sep- 
tember. The evening took the form of a 
symposium on “The Financial Development of 
a Company”, and comprised the presentation of 
papers by members of the Research Group of 
the Institute from Melbourne. The papers 
given were:— Stage 1: “Financing from 
Private Sources” and Stage 2: “Development 
with Growth Capital” by Mr. V. L. Gole; 
Stage 3: “Flotation as a Public Company” by 
Mr. Ed. F. Meier; Stage 4: “New Issue Plan- 
ning and Procedure” by Mr. S. L. Guilfoyle; 
and Stage 5: “Financial Management and Re- 
porting” by Mr. T. A. Stevenson. 

Each stage was followed by questions and 
discussion and proved to be most interesting 
and instructive to the members and students 
present. 

The visitors were introduced by Mr. C. H. 
Clamp, A.A.S.A., chairman of the Ballarat 
Chapter of the Institute, who then handed over 
the meeting to the Branch chairman, Mr. J. H. 
Heinz, A.A.S.A. At the conclusion, Mr. Neville 
Cottee, A.A.S.A., expressed appreciation for 
the assistance given to the Branch by the 
visitors. 
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LATROBE VALLEY BRANCH 


Recent Functions 

Two Branch Councillors, Messrs. H. J. N. 
Burn, F.A.S.A., and N. Hustwaite, A.A.S.A., 
arranged a most successful evening at Yallourn. 
The programme comprised an inspection of the 
S.E.C. power stations and a short meeting of 
members at which Mr. L. L. Morris, A.A.S.A., 
Branch chairman, presented a bursary from the 
Branch to Morwell High School student — 
Robert Kellow. Mr. Burn, who is S.E.C. works 
accountant at Yallourn, and Mr. Hustwaite, 
who is S.E.C. assistant superintendent costs and 
bookkeeping, gave a comprehensive outline of 
the Commission’s finances as relating to the 
Latrobe Valley, and appropriate statistics were 
presented in chart form. A description of ac- 
counting methods in use at the Yallourn and 
Morwell undertakings, from primary costs 
through to the final expenditure statement, was 
also given. 

Mr. F. G. Voutier, A.A.S.A., assistant 
methods officer, data processing, of the Com- 
mission’s head office, described the I.B.M. 
installation in Melbourne and the accounting 
uses to which the equipment is put. Films and 
literature on I.B.M. operations enabled the 
gathering to appreciate fully the scope of Mr. 
Voutier’s address — particularly as there were 
many present who were being introduced to 
this facet of accounting for the first time. Mr. 
J. R. Dennis, A.A.S.A., moved a vote of thanks 
to Messrs. Burn and Hustwaite and Branch 
Councillor, Mr. J. G. Conrad, A.A.S.A., ex- 
pressed the Branch’s gratitude to Mr. Voutier 
for visiting Yallourn to address members and 
students. 

Members of the Public Accounting Group 
were pleased to welcome Mr. Malcolm W. 
Howard of Messrs. Jas. Baird & Sons, consult- 
ants on superannuation and pension funds, to 
the Latrobe Valley Hotel, Morwell, for a 
lecture on superannuation. Mr. Howard's paper 
provided a particularly wide cover and was 
delivered under the following headings: Trends 
in company policy on superannuation; methods 
of funding superannuation plans; designing 
funds to meet changing conditions; and meet- 
ing taxation requirements — in order that fund 
income may be free of income tax. Mr. E. C. 
Peirce, A.A.S.A., of Sale, moved a vote of 
thanks to Mr. Howard and expressed the 
Group’s appreciation for his attendance at 
Morwell for the lecture. Mr. A. G. Holden, 
A.A.S.A., Morwell, raised the question of 
“methods of recording time in a public ac- 
countant’s office” and this will be discussed in 
full at the Group’s next meeting. Mr. R. S. 
Warner, A.A.S.A., Traralgon, is Group chair- 
man. 


Personal 

Messrs. Davey, Garcia and J. G. Davis & 
Co., public accountants, have admitted Mr. W. 
H. Collins into partnership. He has been & 
senior officer of the firm for thirteen years. 
The firm name and address, 37 Swanston 
Street, Melbourne, remain unchanged. 
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your 


retirement ...”. teatime of relaxed 


pleasure? Or will it involve the unhappiness of 
financial discomfort? Why not see the M.L.C. 
about making certain of your future. 


The M.L.C. offers a Personal Superannuation guarantee which, with generous 
bonuses and low premium instalments, takes absolutely the best care of your 
retirement. You can also ask about adding Accident and Sickness benefits to 
your basic policy too. These benefits can protect your income from loss caused 
by accidents and sickness. 

Think about it. Act on it now. Call or write to your nearest M.L.C. office for more 
information on the Personal Superannuation Policy. 


THE MUTUAL LIFE AND CITIZENS’ ASSURANCE COMPANY LIMITED 


And for Fire and Genera) Insurance ( ne % Sn Bam ees 
THE M.L.C. FIRE AND GENERAL INSURANCE COMPANY PTY. LIMITED 
MLC91.FP 


The Australian Accountant, November, 1961 





"Copies 
absolutely 


EVERYTHING... 
quick as a wink!” 


THE A.B. DICK MODEL 103 PHOTOCOPIER 
makes legally acceptable DRY, mailable QUALITY photo-copies in seconds! 
EVERYTHING — not just some things — but EVERYTHING, even faint rubber 
stamp impressions are copied permanently in deep black on fine quality white 
AGFA COPYRAPID PAPER. Copies are made instantly (no aggravating warm-up 
time) in complete safety, with no heat damage to costly originals . . . and there 
are no expensive replacements or maintenance necessary. 


PRICE (including Sales Tax) ....0 wu... 5 ae £80 -10-0 


For a free demonstration, copying your documents under your conditions, phone 


SYDNEY 61-9516 - MELBOURNE 32-4325 - CANBERRA 4-4090 - PERTH 21-7288 
BRISBANE 5-2218 - ADELAIDE 51-5611 - LAUNCESTON 2-4731 


VIZ-ED EQUIPNMENT#=: 


Oe 0 
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QUEENSLAND 


President’s Reception 


A splendid attendance of members enjoyed 
the president’s reception held at Lennons Hotel 
on 21 September when Mr. R. F. Butt was the 
guest of honour, and certificates of member- 
ship were presented to newly admitted Society 
and Cost Institute members by Mr. Austin 
Donnelly, State President, on behalf of the 
Society, and Cost Institute Councillor, Mr. M. 
Harrisson for the Cost Institute. Cost Institute 
President, Mr. George Robbins, was absent 
from Brisbane but sent his apologies and good 
wishes to new members, 

In welcoming new members, Mr. Donnelly 
emphasised the value of the Society to each 
member, in its constant efforts to maintain and 
enhance the standing of the profession, and 
the opportunities for extension of his knowledge 
that lay in active participation in Society affairs 
and activities. Mr. Harrisson, a Divisional 
Councillor, mentioned the scope of the Cost 
Institute’s new syllabus, pointing out that study 
for the Cost Institute examinations constituted 
a “post-graduate” course which enabled mem- 
bers to become better able to take their places 
in today’s complex business world. 

In the course of a short address Mr. Austin 
Donnelly paid a tribute to the service rendered 
by Mr. R. F. Butt to the accounting profession 
over a lifetime association. After serving in 
various Official capacities with The Federal 
Institute of Accountants (one of the antecedent 
bodies of the Society), Mr. Butt also took an 
active part in the negotiations which resulted 
in the formation of the Australian Society of 
Accountants. His service culminated in 1959 
when he was elected president of the Society. 
Mr. Butt recently retired from the Queensland 
Divisional Council, and his presence and sage 
counsel will be missed at Council meetings. In 
his remarks, the State president mentioned the 
unfailing support given to her husband through 
these many years by Mrs. Butt. 

Mr. Butt suitably responded to the papeteet's s 
remarks and in doing so he had a special word 
to say to the new members present. Following 
the formal — dancing was enjoyed. 
Discussion Grou 

At the Setenter meeting of the Income Tax 
Discussion Group, Mr. Frank Atkinson led a 
most useful discussion on Section 66(4) of the 
Income Tax Act. The points dealt with 
included discretionary trusts, deduction of tax 
from directors’ fees and assessability of an em- 
ployee on payments received for transpcert and 
removal expenses so that he may take up em- 
ployment — and the deduction allowable for 
that expenditure to the employer. 

The meeting of the group held at the Royal 
Overseas League on 2 October at 5.15 p.m. 
took for discussion the question, “What is the 
Correct Taxation Description of Distributions 
by Unit Trusts and Fixed Trusts — and What is 
its Significance?” Under the leadership of Mr. 
K. M. Shaw, the discussion provided members 
with the ity for an exchange of know- 
ledge on an interesting taxation problem. 
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NEW SOUTH WALES 


Personal 

Mr. R. Keith Yorston, O.B.E., B.Com. 
(Melb.), F.A.S.A., is now located at Lincoln 
House, 280 Pitt Street, Sydney. 

Mr. E. A. Cupit, F.A.S.A., has retired as 
commercial manager of the "Sydney County 
Council, a position he has held for fourteen 
years. Mr. Cupit served for 49 years as an 
officer of the Council. 

Mr. R. R. Farrell, F.A.S.A., has been ap- 
pointed commercial manager after previously 
holding the position of treasurer of the Sydney 
County Council. 

Mr. J. H. Borserini, F.A.S.A., who was 
assistant treasurer of the Sydney County 
Council has been appointed treasurer and Mr. 
J. W. Dawes, A.A.S.A., the accountant of the 
Council, has been appointed assistant treasurer. 

Mr. K. F. Higgins, A.A.S.A. (Prov.), has 
been appointed secretary of Richardson and 
Wrench Limited. 

Miss H. O. W. Farquharson, A.A.S.A., has 
been appointed assistant accountant of Willmore 
and Randell Pty. Ltd. 

The Australian Accountancy College is now 
located at Lincoln House, 280 Pitt Street, 
Sydney. 

Mr. L. T. F. McHugh, A.A.S.A., has been 
appointed by the Bank of New South Wales to 
the newly created position of chief manager, 
methods and mechanisation division of the 


NEWCASTLE BRANCH 

Members and students of the Branch were 
addressed on 18 September, by Mr. O. Dibbs, 
O.B.E., B.E., on the subject “Executive Deve- 
lopment Practices”. The lecturer was intro- 
duced by Mr. K. M. Clark, A.A.S.A., Branch 
chairman, and the vote of thanks to the s er 
was proposed by Mr. J. C. Mead, F.A.S.A 
Branch councillor. 


WESTERN AUSTRALIA 


Monthly Luncheons 

At the September luncheon in Perth, the 
speaker was Professor H. F. Lydell, newly 
appointed Professor of Commerce at the Uni- 
versity of Western Australia, who gave an out- 
line of the subjects which would be taken for 
A _ degree in Commerce, commencing in 

At the Fremantle luncheon the speaker was 
Mr. J. F. Curtin, representative of Watsons 
Foods Pty. Ltd. His subject was the “Straat 
Banka Trade Mission to South East Asia”. 

In conjunction with the Chartered Institute 
of Secretaries, the Institute of Chartered Ac- 
countants in Australia and the Taxpayers’ 
Association, members of the Divisional Council 
met members of the Taxation Board of Review 
recently at a cocktail party at the C.T.A. Club. 


Personal 


Mr. R. D. Ireland, A.A.S.A., has been ap- 
pointed assistant general manager in Australia 
for Millars’ Timber and Trading Co. Ltd. 
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Mr. O. Vincent has been appointed to the 
board of the Western Australian branch of the 
Australian Mutual Provident Society. 

Mr. S. N. Summers, LL.B., A.A.S.A., was 
admitted to the Bar of the High Court of Aus- 
tralia, during its sittings at Adelaide on 28 
September. Mr. Summers is engaged on re- 
search work with the Reserve Bank of Aus- 
tralia, Perth. 


TASMANIA 


Graduation Ceremony 

The first annual graduation ceremony was 
held in the Royal Automobile Club Rooms, 
Macquarie Street, Hobart, on 11 September. 
Membership certificates were presented to six- 
teen recently admitted members, and honour 
certificates were presented to candidates in 
respect of the May, 1961 examinations. Those 
present included Divisional Councillors and 
their wives. Mr. Lloyd Jones showed an inter- 
esting collection of scenic transparencies of 
Tasmania, and a pleasant evening concluded 
with supper. 


Week-end Convention 

The third week-end convention of the Divi- 
sion was held at the Hotel Menai, Burnie, from 
22 to 24 September, 56 members being present. 
The convention was opened by the Premier 
of Tasmania (the Hon. E. E. Rees) on Friday 
evening. The subjects and speakers for the 
technical programme on Saturday and Sunday 
were as follow: “Direct Costing”: Mr. F. A. 
Buttner; “Side-Stepping the Revenue State- 
ment”: Mr. S. R. Brown; “The Splitting-up of 
Companies”: Messrs. Riley and Hyland; and 
* snore Aspects of Business Law”, by Mr. E. 

ees. 


—_—_—_ ¢— 


AUSTRALIAN ACCOUNTANTS’ 
STUDENTS’ SOCIETY 


NEW SOUTH WALES 


Annual Meeting 

The eighth annual meeting of the New South 
Wales Division was well attended, with mem- 
bers showing a keen interest in the Society’s 
activities. Divisional membership is continually 
increasing with membership at annual meeting 
date of 1,417 an increase of 163 on the previous 
year. The following members have been elected 
to the committee for 1961-2: Miss F. Finnegan, 
Miss M. M. McCourt; Messrs. F. H. Ward, 
G. Howitt, A. F. H. Bell, K. G. Thomason, 
W. R. Jones, G. W. Corner, J. F. McCredie, 
H. Grapulin and E. A. Cupit. Mr. H. C. E. 
Wilton was appointed auditor. 


Election of Office-Bearers 

At the first meeting of the newly elected 
Council Mr. F. H. Ward, A.A.S.A., was elected 
president; Mr. G. Howitt, A.A.S.A., A.C.A.A., 
vice-president; Miss F. Finnegan, honorary 
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secretary; Mr. A. F. H. Bell, honorary 
treasurer; Mr. K. G. Thomason, assistant hon. 
secretary-treasurer; and Mr. R. Jones, 
publicity officer. 
Preparation for Examinations 

A series of lectures to prepare students for 
forthcoming examinations has been held and 
included topics in all stages of the accounting 
syllabus. On 22 and 23 September, the com- 
mittee arranged a “week-end” series of lectures 
which included “Commercial Law”, by Mr. K. 
Hinchcliffe, LL.B.; “Commonwealth Income 
Tax”, by Miss A. M. Magoffin, A.A.S.A.; and 
“Advanced Accounting ‘A’”, by Mr. A. A. 
Forster, F.A.S.A. This series was excellently 
attended by members and it was most en- 
couraging to see so many country members 
availing themselves of the opportunity to gain 
additional knowledge to assist them in their 
studies. The committee wishes to thank 
lecturers from the University of Sydney, Uni- 
versity of New South Wales and members of 
the Australian Society of Accountants for con- 
tributing to the success of the current series 
of lectures. 


“Credit Management” Seminar 

A lecture-discussion seminar on the subject 
of “Credit Management” was held on 15 Nov- 
ember to help members broaden their know- 
ledge in this specific phase of management 
related to accountancy. The lecturer was Mr. 
John Fitz, A.A.S.A., credit manager, Email 
Limited, and the seminar leader was Mr. W. R. 
Jones, credit manager, Brooklands Accessories 
(N.S.W.) Pty. Ltd. The seminar was arranged 
through the courtesy of the Australian Institute 
of Credit Management which has recently 
instituted a certificate course in credit manage- 
ment at the Sydney Technical College. The 
first year of the certificate course covers subjects 
of Stage 1 of the Society’s examinations. 
Should any member desire further information 
on the course they should contact the Registrar 
of the Institute of Credit Management, 62 
Margaret Street, Sydney. 


SOUTH AUSTRALIA 


October Visit 

On 10 October at 7.30 p.m., members visited 
the mail exchange branch of the Postmaster- 
General’s Department at Grenfell Street. This 
proved to be an interesting visit, as the recently 
opened mail exchange contains the most modern 
Jetter-sorting equipment and despatching tech- 
niques in Australia. Members attending were 
grouped into three parties, each conducted by 
a supervisor, and were given full opportunity 
to inspect the complete process, from the time 
the mail was received in bulk from all parts of 
the city to the ultimate despatch to various 
destinations, including interstate and overseas 


Study Groups 

Study groups will commence early in 1962 
for the following subjects: Accounting and 
Auditing, Stage 1; Commercial Law A; and 
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STEP UP PRODUCTION— INCREASE YOUR EARNINGS 


with new factory plant and machinery, 


motorised and mobile equipment, business 
and office machines. 


ESANDA 


WILL HELP YOU GET IT NOW! 


Mr. Businessman—there is no need to delay your expansion 
programme—Esanda can help you replace that old machine 
or modernize your office, thus keeping your working capital 


reserved for day-to-day needs. 


Esanda Hire Purchase finance facilities are available at 
every office of the E.S. & A. Bank to help you acquire 
industrial and commercial plant; new motor vehicles and 


+ 


all types of busi quip 





Take advantage of modern techniques and increase net 


profits. 


ESANDA 


HIRE PURCHASE IS CONFIDENTIAL 


Your business will be kept strictly confidential. 


Esanda terms are reasonable— monthly payments are 


arranged to suit your ability to pay. 


ESANDA LIMITED 


(Incorporated in Victoria) 
A wholly-owned Hire Purchase subsidiary of The English Scottish and Australian Bank Limited. 
Established 108 years. 
Nearly 500 offices throughout Australia. 
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Advanced Accounting, Part A. After the publi- 
cation of results of the recent examinations, 
any member wishing to join one of the groups 
is invited to contact the State Registrar. 


Share Investment Research Group 

The first meeting of this group was held 
on 2 October at the board room of the Aus- 
tralian Society of Accountants. The meeting 
was addressed by Mr. Ken Foggo, A.A.S.A., 
who gave members a good introduction into 
the mechanics of a research group. Members 
of the group have assured the Students’ Society 
Council that Mr. Foggo’s assistance has been 
a most —, factor in getting the group off 
to a good start. 
Christmas Social 

Members are reminded that the Christmas 
social this year will be held at the Earl of 
Zetland Hotel, Gawler Place, Adelaide, on 
Wednesday, 6 December at 6 p.m. Members 
wishing to attend are advised to contact the 
Registrar’s office without , «ng in order to 
assist the Council in finalising catering arrange- 


ments. 
VICTORIA 


Recent Lectures 

Mr. G. R. Thompson, A.A.S.A., of Messrs. 
Kennedy, Smail & Middlemiss, public account- 
ants, gave a helpful lecture to students on some 
of the problems arising in the administration 
of a bankrupt estate. 

At the monthly lunch-time lecture on 11 
October, Mr. J. G. Foster, A.A.S.A., a member 
of the council of the Students’ Society, who is 
associated with A. E. Speck Commercial 
College, spoke on the subject “The Approach 
to Examinations”. Both lectures were well 
attended. 

Approaching Functions 

Visits of parties of students to the Melbourne 
Stock Exchange have been arranged for the 
three afternoons of 21, 23 and 28 November, 
at 1.50 p.m. As the numbers that can be 
admitted at one time have to be limited, early 
application to participate is necessary. 

On Friday, 1 December at 5.45 p.m. Mr. A. 
E. Speck will discuss the subjects, Accounts and 
Auditing, Stage I; Company Accounts, Stage II; 
and Advanced Accounting “A” and “B”, Stage 
Ill, at the Society’s meeting room. 


—- + — 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


EXPORT DRIVE 


On 6 and 7 September, the Federal Presi- 
dent, Mr. H. L. Thomas, attended a conference 
in Canberra called by the Deputy Prime 
Minister, the Rt. Hon. John McEwen. The 
purpose of the conference was to seek the 
support in the export drive of the seventeen 
organisations represented and to co-ordinate 
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their activities to the best advantage. The con- 
ference endorsed the need for developing, 
throughout the business community, a wide 
export consciousness and an effective under- 
standing of the taxation incentives for export. 
Plans were formulated for an extensive educa- 
tion programme on how to cost for export and 
how to investigate and develop an overseas 
market. Many at the conference voiced the 
need for a realistic approach to costing for 
export and it was stressed that this was a vital 
part of the education programme. 

Mr. Thomas pledged the full support of the 
members of the Institute, which has been 
asked to take a leading part in the programme. 

The Institute is to collaborate with the Aus- 
tralian Institute of Management in each State 
in launching a programme of lectures, dis- 
cussion groups and seminars in co-operation 
with the Chamber of Manufactures, Chamber 
of Commerce and the other organisations re- 
presented at the conference. A vital feature 
of this em. rg will be a series of three- 
day conferences, covering both the costing and 
marketing aspects of exporting. 

The Institute has agreed to appoint a special 
taxation incentive liaison officer to work with 
the Department of Trade, with the object of 
bringing to the attention of all members the 
full import of the taxation incentives and 
detailed information and advice how particular 
industries could best benefit from them. 

It has also agreed to compile a list of mem- 
bers who are prepared and who are in a posi- 
tion to give professional advice on costing for 
export. 

There has been a growing need for Australia 
to take positive steps to increase its export 
sales. The development of the European 
common market has made this a matter of 
some urgency and the success of the export 
drive planned by the Department of Trade 
could well be vital to the future of the Aus- 
tralian economy. The Institute has been asked 
to play an important part in this drive and the 
President looks forward with confidence to the 
full support of all members. 


CONVENTION OF DIVISIONAL 
COUNCILLORS 


The first convention of Divisional Coun- 
cillors was held at the Mayer Chalet, War- 
burton, during the weekend of 15-17 Sep- 
tember. 

The suggestion that such a _ convention 
should be held was first brought forward by 
the President to the Executive Committee of 
General Council. He had in mind that it 
would enable Councillors to get to know one 
another and to exchange ideas on Institute 
affairs and the furtherance of its standing in 
the community. Although it was not intended 
that any formal resolutions would be passed, 
it would also enable joint discussions on several 
matters of vital importance to the Institute to 
ensure more profitable use of the limited time 
available at General Council meetings. It was 
also envisaged that the greater part of the cost 
would be met by the Councillors themselves. 
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The Executive readily agreed to the proposal, 
decided that it should be held within easy 
reach of Melbourne, and asked the Victorian 
Council to make the necessary arrangements. 

The convention was attended by two Coun- 
cillors from Western Australia, five from South 
Australia, five from New South Wales, four 
from Queensland and nine from Victoria. The 
State Registrars of Victoria and South Aus- 
tralia and the Administrative Officer of Head 
Office also attended. 

The agenda included discussions on objec- 
tives, public relations, relationship with the 
Society, conduct of Divisional affairs and long- 
term financial planning. The President also 
took the opportunity to outline the programme 
to be undertaken by the Institute in respect of 
the export drive. 

All those present at the convention were of 
the opinion that it was an unqualified success 
and congratulated the Victorian Council and 
its State Registrar on the excellent arrange- 
ments made. 


NEW SOUTH WALES 


Annual Convention 

The third annual convention organised by 
the New South Wales Division was held at the 
Hotel Florida, Terrigal, during the weekend of 
6, 7 and 8 October. 

Delegates were welcomed by the State presi- 
dent, Mr. K. S. Fleming, who, on behalf of the 
Divisional Council, gratefully acknowledged the 
research undertaken by Philips Electrical Indus- 
tries Pty. Ltd., into the convention subject, 
“Accounting for Changes in Money Values”. 

The guest speaker at the opening dinner was 
Dr. Harold F. Bell, economist to the A.M.P. 
Society, who gave a most enlightening address 
entitled “Australia in the Changing World 
Economy”. 

The convention subject was introduced on 
Saturday morning by Mr. G. W. Bottrill, 
director of finance, Philips Electrical Industries 
Pty. Ltd., who delivered a thought-provoking 
lecture on “The Theoretical Background of 
Accounting for Changes in Money Values”. 
Immediately following this address, Mr. E. W. 
Kerfoot, chief accountant, Philips Electrical 
Industries Pty. Ltd., spoke on the topic, “A 
Practical Application” of the convention subject. 
This was followed by an hour of questions and 
group discussion. 

Mr. W. H. M. Digby, partner, Messrs. 
Yarwood Vane and Co., public accountants, 
concluded the technical sessions when he 
delivered a paper entitled “The Role of the 
Public Accountant in Accounting for Changes 
in Money Values”. 

Highlight of the convention was the animated 
syndicate discussion and the reporting back by 
the syndicates on their findings. The reporting 
back was excellently led by Professor E. B. 
Smyth, Dean of Faculty of Commerce, Uni- 
versity of N.S.W., and Dr. H. F. Bell, together 
with Messrs. D. Cantle, B. C. Goudie and 
E. P. Synott. 
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The final summary of the subject was given 
by Mr. T. R. Russell, and the convention was 
closed by the Federal president, Mg H. L. 
Thomas. 

Three students from the University of New 
South Wales at present studying in Australia 
under the Colombo Plan were, by courtesy of 
Philips Electrical Industries, guests at the con- 
vention. They were Associate Professor Kun 
H. Yun, Miss Vanvilai Tantacha and Miss Pho 
Bachmi. 

The convention organising committee, com- 
prising Messrs. K. E. Wright, J. M. Paul and 
G. W. Williams, was complimented on the 
excellent manner in which the convention was 
arranged and conducted. 


Factory Visit 

A large party of members visited the Sydney 
County Council Stores Depot on 12 October. 
At the conclusion of the inspection, the State 
president, Mr. K. S. Fleming, moved a vote of 
thanks to Mr. S. J. Harmey, assistant stores 
controller, for organising the function. After- 
noon tea was provided for the visitors. 


Export Costing 

The N.S.W. Division has for some time been 
conducting research into the subject, “Costing 
for Export”. A committee under the chairman- 
ship of Mr. A. J. Levesque, has now been 
formed to devise means of promoting a study 
of this subject by members and various com- 
mercial groups. 


Christmas Function 


The annual pre-Christmas function will be 
held at the Trocadero on Monday, 4 December 
1961. Full details will be mailed to all mem- 
bers who are reminded to reserve this date as 
the finale of the 1961 activities. 


VICTORIA 


President’s Lecture 


The presidential lecture was delivered on 2 
November by Mr. H. L. Thomas, who spoke 
on budgeting and control in the factory. The 
importance of the subject chosen has been 
highlighted in recent months as a result of the 
credit squeeze and the lifting of import controls. 
The techniques which he described were of 
special interest to accountants and management. 
Following the lecture, certificates of apprecia- 
tion were presented to past Australian presi- 
dents who are domiciled in Victoria, in recogni- 
tion of their services to the Institute. Those 
who received certificates were Messrs. M. V. 
Anderson (1928), L. A. Schumer (1931-32), 
L. A. Brumby (1934-37), J. E. Morten (1939 
and 1945), J. R. McKenzie (1940-43), A. O. 
Sorenson (1950), C. B. Villiers (1954), B. W. 
B. Ruffels (1956), A. F. J. Sutherland (1959). 
Divisional Council entertained the past presi- 
dents at dinner at the conclusion of 
ceremony. 
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Membership 
The increase in the number of members 

continues and, at the end of September, the 

total was 1,078. 

Personal 


Mr. W. H. Weekes has gone overseas on an 
extended visit and during his absence, Mr. H. 
S. Southam, has been appointed chairman of 
the Public Relations and Membership Promo- 
tion Committee. 


SOUTH AUSTRALIA 
Presidential Address 


On 2 October, members of the Division were 
privileged to hear an address by the Australian 
president of the Institute, Mr. H. L. Thomas. 
The attendance of over 100 included members 
of the Institute, the Australian Society of Ac- 
countants, and the Institute of Chartered Ac- 
countants. Mr. Thomas chose as his subject, 
“Budgeting, and in Particular Manufacturing 
Budgets and Their Integration with Standard 
Costs and Profit Plans”. The lecture was held 
at Chapman Hall, Institution of Engineers. 
Following the lecture, Mr. Thomas entertained 
members of the Divisional Council. 
September Lecture 

Members of the Institute visited General 
Motors-Holden’s Ltd. on the afternoon of 
Monday, 18 September, when a demonstration 
was given of the preparation of a payroll on a 
conventional data processing installation. 
Personal 


Mr. M. L. Dennis, A.C.A.A., vice-president 
of the Division, has been appointed by the 
South Australian Executive Council as Assist- 
ant Public Service Commissioner. Mr. Dennis 
has been Chief Investigating Officer of the 
Public Service Commissioner’s Department for 
ten years, and has been a member of the public 
service for 37 years. He is also an Associate 
of the Australian Society of Accountants and 
a Fellow of the Australian Institute of Man- 
agement. 

WESTERN AUSTRALIA 
Factory Visit 

Some 40 members of the Division availed 
themselves of the opportunity to visit the 
works of Chamberlain Industries Pty. Ltd. at 
Welshpool on 26 September. 

The tour of inspection was made more inter- 
esting and informative by the company be- 
cause the services of senior officers were made 
available as guides. Following refreshments, 
kindly made available by the company 
three officers of the company gave short 
addresses. These comprised: “Chamberlain 
Industries”, Mr. N. E. Cock (finance man- 
ager); “The Company's Sales Organisation”, 
Mr. J. P. B. Vincent (assistant general sales 
manager); and “Work Study’s Place in the 
Control of Industry”, Mr. M. N. Whitmee 
(work study officer). It was obvious from 
the number and variety of questions put to 
the speakers that their remarks had excited the 
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interest of members present in the opetations 
of the company. 
QUEENSLAND 

Divisional Council 

The resignation of Mr. R. B. Loxton as a 
member of Divisional Council was accepted 
at a meeting held on 27 September. Mr. Allan 
Neall, A.C.A.A., of H. C. Sleigh Limited, has 
been appointed to fill the vacancy. 
October Luncheon 

A personality well-known to many members 
of the profession in Brisbane, Mr. J. C. 
Slaughter, A.A.S.A., Town Clerk of Brisbane, 
was the speaker at the October luncheon held 
at McDonald’s Maple Lounge, on 17 October. 
Mr. Slaughter has held his present important 
civic post for 21 years so that he brought some 
authority to his subject “Local Government— 
Financial Problems Versus Growth”. The 48 
members present enjoyed the speaker’s address, 
in the course of which they learned of some 
of the difficulties faced by the city’s admini- 
stration in maintaining a balance between 
financial commitments and the demands of a 
developing city. 


—_—— 


COST ACCOUNTANTS’ 
STUDENTS’ SOCIETY 
VICTORIA 


Programme for 1962 
Many new subjects have been introduced 

into the programme of activities to help 
students in acquiring background information 
on new subjects in the revised examination 
syllabus which commences next year. The 
programme includes: 

February — Demonstration, Malcolm Moore 
Industries. 

March — Discussion Forum. 

April— Lecture series: (a) “Management 
Organisation and Human Relations” — Mr. 
E. G. Brightford, of Messrs. Brightford, 
Cochran & Dean, management consultants. 
(b) “Operations Research”—Dr. Jowett, 
Acting Professor of Statistics, Melbourne 
University. 

May — Examinations. 

July — (a) lecture—“Management Economics”, 
Mr. G. T. Bills, manager, commercial re- 
search, B.H.P. Co. Ltd. (b) Review of 
examination papers. 

August — Cost accounting demonstration at 
Volkswagen (Aust.) Ltd. on the subject of 
Ran nid Control of Overheads through 
1.B.M.” 


September —Lecture: “Forecasting, Planning 
and Control”, by Mr. E. McL. Holmes, 
Senior Lecturer in Accountancy, Melbourne 
University. 

October — Examinations. 

November — Lecture: “Methods Engineering”, 
by Mr. G. D. Homan, director, Group Con- 
sultants Pty. Ltd. 

December — Review examination papers. 
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SYMPOSIUM ON TAKE-OVERS 


The Australian Shareholders’ Association 
(Victoria) will hold a symposium on the 
subject of “Take-overs” on Thursday, 23 Nov- 
ember at the new auditorium in Federation 
House, 342 Flinders Street, Melbourne. The 
symposium will be under the chairmanship of 
Professor Zelman Cowan. The panel will 
include Mr. W. J. Baker, a member of the 
Melbourne Stock Exchange, Miss Phyllis 
Baker, secretary, Reid Murray Holdings Ltd., 
and Mr. E. R. Smail, public accountant and 
company liquidator. A period for questions 
and audience discussions will be arranged. 
Tickets for the symposium may be obtained 
from the Associatico.’s secretary (Mr. S. T. 
Brown), 23 McKillop Street, Melbourne (tele- 
phone 67 6174). 


PROFESSIONAL CONDUCT 
VICTORIA 
The Disciplinary Committee of the Victorian 
Divisional Council of the Australian Society of 
Accountants has heard a case against a mem- 
ber who admitted inserting an advertisement 
concerning the preparation of taxation returns 


in a suburban newspaper. The member 
claimed that, as he had not mentioned his 
qualifications, no breach of the by-laws had 
occurred. The committee found the member 
guilty of a breach of By-law 6 and disciplinary 
action was taken. 

A further case was heard against a member 
who advertised taxation services in a country 
newspaper in a trade name, no mention being 
made of the member’s name or qualifications. 
The committee found the member guilty of a 
breach of By-laws 6 and 3A and disciplinary 
action was taken. 





PROFESSIONAL NOTICES 


OFFICE ACCOMMODATION — Sydney, 
2,000 square feet office space available Quay 
end of city, nicely appointed building, central 
heating. Apply No. 835, c/- Australian Society 
of Accountants, 5 Bligh Street, Sydney. 


STAFF VACANCIES — This office re- 
quires the services of a student who has had 
some experience in the profession. As a 
medium-sized chartered accountants’ office, we 
can offer broad experience in all aspects of 
the profession, with excellent opportunities for 
responsibility and advancement. Salary wiil be 
commensurate with experience. Apply C/- 
Messrs. Hornemann, Macaw & Oldfield, 31 
Queen Street, Melbourne. 


ASSOCIATE in practice has time available 
to assist other practitioners in taxation, com- 
pany and consulting work — own car. Reply 
No. 806, c/- Australian Society of Accoun- 
tants, 37 Queen Street, Melbourne. 


SYDNEY PRACTICE REQUIRED — 
Member wishes to purchase a small practice 
in city or suburbs with fees from £1,000 to 
£5,000 p.a. No office accommodation re- 
quired. Reply to Box 5073, G.P.O., Sydney. 


ASSOCIATE, A.C.A.A., A.C.LS., L.C.A., 
currently working part-time with Melbourne 
chartered accountants, seeks similar arrange- 
ment with others in city or eastern suburbs. 
Write L. C. Gee, 35 St. George’s Crescent, 
Ashburton, Victoria. 


ASSOCIATE, with several years’ experience 
solicitor’s office, requires position during Mel- 
bourne University vacation. Phone 92-4109. 


ACCOUNTANT and registered tax agent of 
Sydney, with small number of clients, desires 
to assist practitioner part-time, own car. Ring 
UW 5561, evenings. 
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Rate per line 5/-; 
minimum per insertion 15/-. 


SEARCHES, lodging and all other matters 
at Companies and Business-name branches 
attended to. Company Services (Vic.) (John 
Lloyd, ex-Deputy Registrar General and Assis- 
tant Registrar of Companies), 443 Little 
Collins Street, Melbourne. Telephone 67-3861. 


CALCULATOR — Griffiths 40-Hour Wages 
Calculator. Price 42/-. L.C. Publishing Co., 
P.O. Box 243, Manly, N.S.W. 


BRISBANE ASSOCIATE with small prac- 
tice wishes purchase practice or groups of 
clients in metropolitan area or western Queens- 
land. Cash settlement. Reply Box 832, c/- 
Australian Society of Accountants, Box 1161P, 
G.P.O., Brisbane. 


APPLICATIONS invited for permanent 
position as accountant/bookkeeper with a well- 
established and growing agency dealing largely 
with overseas publications. Interesting work, 
good opportunity for a young ambitious man 
desirous of advancing with a growing business. 
Situated in near-city suburb. Good salary in 
accordance with qualifications. Replies to 
Messrs. Carter & Adams, public accountants, 
62 Wellington Parade, East Melbourne, C.2. 


PRACTICE FOR SALE — Victorian bor- 
der town. Gross fees £3,500. Three-bedroom 
dwelling attached to practice with vacant 
possession. Advertiser also has new three- 
bedroom residence on which £3,000 finance 
can be obtained locally. Enquiries to No. 834, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 

OFFICE TO LET — Olinda, new area, 
brick, 15 ft. x 12 ft. Suit accountant to share 
space and phone with estate agent. Dial 
75951, Extension 48, or write Box 6, P.O., 
Olinda, Victoria. 
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SYDNEY PRACTICE FOR SALE. Sole 
proprietorship, established 13 years, lower 
North Shore, spacious modern offices, low 
rental. Fees — Gross 1961 £6,250, Net £2,400 
— potential 1962/3 Gross £7,500, Net £3,500. 
Employed staff — two seniors. Time cost re- 
cords integrated with accounting system — 
vendor collect outstanding fees — work in pro- 
gress paid for by purchaser as collected. Fixed 
assets £650. Goodwill £3,000. Terms basis 
one-half deposit. Take-over desired by 28 
February, 1962. Reply No. 833, c/- Australian 
Society of Accountants, 5 Bligh Street, Sydney. 


FEMALE ASSISTANT ACCOUNTANT 
required for general accounting work, and to 
assist in expansion of costing system in factory 
of 200 workers. This is an interesting position 
for a keen and conscientious person. Salary 
will be commensurate with qualifications and 
experience. Apply to Accountant, Royal Vic- 
torian Institute for the Blind, 557 St. Kilda 
Road, Prahran, S.1. 


ACCOUNTANTS 

Price Waterhouse & Co., chartered accoun- 
tants, have vacancies in their Sydney, Mel- 
bourne, Brisbane, Adelaide and Perth offices 
which offer opportunities of rewarding and 
satisfying careers to men having the requisite 
technical knowledge and organizing ability for 
appointments to senior staff positions. 

Applicants should be qualified or near- 
qualihed accountants, preferably with profes- 
sional experience, and possessing the personal 
qualities which fit them to take responsibility 
and work with a minimum of supervision. 
Appointments will be made to the audit staff 
in the first instance, but opportunities exist 
for transfers to specialist departments from 
time to time. 

Salaries are graded according to experience 
and ability. Membership of a contributory 
superannuation fund will be open after a 
qualifying period of service. 

Applications should be addressed to “Staff”, 
Price Waterhouse & Co., in any of the above 
cities. 


THE UNIVERSITY OF SYDNEY 
LECTURESHIP IN ACCOUNTING 


Applications are invited for the position of 
Lecturer in Accounting. The for a 
lecturer is within the range £1,730-x105-£2,435 
per annum, plus cost of living adjustments (at 
present £49 p.a.) and will be subject to deduc- 
tions under the State Superannuation Act. The 
commencing salary will be fixed according to 
the qualifications and experience of the suc- 
cessful applicant. Under the Staff Members’ 
Housing Scheme in cases approved by the 
University and its bankers, married men may 
be assisted by loans to purchase a house. 
Applications giving the names of three re- 
ferees, should be forwarded to reach the under- 
signed, from whom further information may 
be obtained, not later than 22 December, 1961. 


M. A. TELFER, Registrar. 
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Opportunity for Industrial Cost Accountant 


The United Nations Technical Assistance 
Service is seeking an industrial cost accountant 
to serve in Singapore for two years, with the 
possibility of extension. The industrial cost 
accountant would be expected 
(a) To advise on problems connected with the 

implementation of the recommendation of 
the United Nations Industrial Survey Mis- 
sion on economically feasible industries, 
with special reference to production costs, 
and financial and accounting controls. 

(b) To assist in the evaluation, with special 
reference to production costs of proposals 
submitted by manufacturers in connection 
with their application for loans, from the 
Economic Development Board of the Singa- 
pore Government; 

(c) To assist industrial enterprises, at their 
request, in the improvement of their 
accounting systems; 

(d) To undertake studies in industrial cost 
accounting techniques and procedures, and 
to advise Government authorities on finan- 
cial reporting by manufacturing and busi- 
ness firms. 

The peseen, sought for this post would have 
had substantial experience of costing method, 
procedures, etc., in industries, preferably in 
metals and engineering, and chemical fields. 


Salary paid by the U.N. for this post would 
be on a base rate of U.S. $7,800 p.a. plus sub- 
stantial allowances. Applications close on 20 
November, 1961, at Higher Appointments 
Office, Commonwealth Employment Service, in 
the nearest capital city. 





Agents throughout Commonwealth and New 
Zealand. Also in Lendon and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery & Son 


embers 0 
The Stock Exchange of Melbourne 
STOCK EXCHANGE BUILDINGS 
422-426 Little Collins Street, Melbourne, C.1 


Telephone: 67-9171 

















PHOTOSTATS 


Quick, Accurate, Economical 
Copies of Charts, Deeds, Tax 
Forms, Contracts, Wills, etc. 





COPYING COMPANY 
BW 5603. @ 28 Martin Place, SYDNEY 

















































EVERY OFFICE MANAGER 
SHOULD KNOW THESE FACTS 


ABOUT OCeE SYSTEMS aman to 


1. TREMENDOUS labour savings in all depart- » 
ments. e 


2. TYPING backlags are eliminated. 


What takes 








The ciimb to the top in business and investment 
success begins when a man is well informed 
about his field and wisely uses the information 
he receives. 

Associates and clients are equally impressed 
when a man shows his knowledge of current 
happenings and can apply it to his and their 
own problems. Now the new weekly Financial 
Standard is concisely and accurately feeding 
Australia’s progressive professional men, man- 
agements, executives and investors with cur- 
rent news and comments on financial, busi- 
ness and mining developments in Australia. 


3. INVOICES can be mailed on the same day. 


4. BACK ORDERS processed from the original 
Sales Order. Information is never re-written. 


Widen your horizons by 
reading the new weekly 


Financial 


STANDAR 


formerly the fornightly “‘In- 
dustrial and Mining Standard” 


’ EVERY WEEK, the new Financial Standard’s pull- 
THE oce 105—COMBINE out, ready-perforated index lists alphabetically 
several hundred articles and items of business 
and financial news appearing in over a hundred 
Australian newspapers and specialised journals 

plus file-away company profiles detailing 





if you have any queries regarding Office Systems, 


ring the Australian Distributors financial state, management, personalities and 
products. 

HARSTON SENSITIZING Co. Pty. Ltd. Handsomely bound, hard cover binder is avail- 

able for filing your company profiles and index 

140 Barkly St., North Fitzroy. JW 2127-8. 4113 references. Stay informec—don‘t miss one issue. 


Post this coupon now to Southdown Press, 33 
Rosslyn St., West Melbourne, C.1. 


Just tick. 
@ Please send me the special binder and 50 
ian) INTERSTATE DISTRIBUTORS issues, post free, of the Financial Standard. 
Cheque/money order for £5/5/- is enclosed. You 
save 15/- by taking your binder and subscription 


together. 

QLD. — Harston Sensitizing (Qid.) Pty. Ltd.. 446 @ Please send me 50 issues, post free, of the 

Upper Edward St., Brisbane. 27-969. Financial Standard. My cheque/money order for 
N.S.W.— Plan Printing & Supplies Pty. Ltd., 49 £5 is enclosed. 

Clarence St., Sydney. BX 1238. Pa amanmaeae nm nmee2cs + 
S.A. —Wm. Crosby & Co. Pty. Ltd., Worando i 

Bldgs., Chesser St., Adelaide. W 2479. De COMI df tele oats Kaze oud. ealeeess i 
W.A.—Wm. Crosby & Co. Pty. Ltd., 618-620 7 i 

Murray St., Perth. 21-2481. , Address ..... e-gen'd 00 ofel tye sessed g 
TAS. = Wm. Crocey & Ca. Ptys ed. 100 Coline FOG eo oe ee eee ok. State . ' 





St., Hobert. 2-7761. 











AVAILABLE AT YOUR NEWSAGENS 
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ORGANISE YOUR ACCOUNTANCY STUDIES 





Ee START EARLY 
enrol with a competent Coaching 
Specialist 


L. W. CHANT, COACHING SPECIALIST 


of many years standing is available 





nent 





med 
uon 
oe Mr. Chant knows your requirements .... is ready to 
rea prepare you whether it be Full Course, Stage or Group 
cial Section or Subject in which you require assistance. 
nan- 
mas START EARLY ENQUIRE EARLY 
alia. 
L. W. CHANT 
HOSKING HOUSE, PENFOLD PLACE, SYDNEY. Phone: 28-1596 














A Typewriter that serves as an 
Accounting Machine 


S) er Billo 
at Tm P <@eoe DUAL-FEED TYPEWRITERS 


The Imperial Dual Feed system has been 
designed with two entirely separate feeds, 
allowing for rmanently positioned backing 
sheet on which are recorded the entries typed 
through cheques and receipts. It is also most 
adaptable to the typing of council rate notices 
and share registers. 

It is the answer to laborious, error-prone hand 
posting, and is particularly applicable to 
businesses where a full accounting machine 
system is not justified. 

“Off-duty” the Imperial can be used for 
eneral office typing. 

Write or phone for further information and/or 
a short trial, without obligation, today .. . 


GEO. RAITT & CO. PTY. LTD. 


1S McKillop Street, Melbourne. Phone 67 7051 (6 lines) 
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PUNCHED CARD 
SERVICES victoria 


VICTORIA 
(Specialists in Punching and 
Verifying Cards) 


FOLLOWING A SUCCESSFUL FIRST 
YEAR OF OPERATION WE EXTEND 
OUR FACILITIES TO UNDERTAKE — 


COMMODITY SURVEYS 
CODING AND INDEXING 


FIRM PRICES — PROMPTNESS — 
RESPONSIBLE ADVICE 


ADDRESS TO:— 
27 BROGIL ROAD, 
NTH. WARRANDYTE, VICTORIA 


Telephone: 45 2628 








LISTE 


to the NEW 
PYROX Magictape Recorc 


Everything sounds superb -. the new FP 
Magictape recorder “ 
back’ A pe war you recorded it. See 
new s speaker ic pe a 

favourite music or radio store today ou’ 
be surprised that so much quality, so much” 
enjoyment, could cost so little. 


Check these NEW 

Magictape features 

@ 3 speeds — 13”, 33”, 
7)” per sec. —gives 
up to 4 hours play- 
ing time per tape. 
Twin speakers—for 
balanced tone. 

@ Quick reading re- 
cording position in- 
dicator. 

@ Fast rewind, fast 
forwa 

e Separate Bass and 
Treble tone con- 
trols. 


PYROX LTD. 


14-36 Queensberry St., Melbourne. FJ sf 
47-51 Parramatta Rd., Concord, Sydney UL 
PL 








RECONDITIONED REMINGTOR 


OR BURROUGHS ACCOUNTING MACHIN 
ARE A SOUND ECONOMICAL INVESTMEN 


1. Satisfactory Performance 


2. Five-year Guarantee 


re 


! 
SALES AND SERVICE 
! 


3. Cost=: of the New Price 





Maintenance of Remington Machines: 
Semi-Electric £15-15-0 All-Electric £20-0-0 


BOOKKEEPING MACHINES PTY. LTD. 


214 Queensberry Street, Melbourne, Vic. Phone: FJ 3711 
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